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* * - ? 



J^ igc;jt;i4§^.|l^.Ye j$p Jpng, pcorfonoMwl the t»e of) 
money^ that nMHIfly i^lSiA.caia' ^ becpi^e almcwit; , 
8jriiaiii«*^1i«»*^^aA^oligh» ip .tbclrppriiicipleli they he 
quite different^ .:: ? ? '; i-.^ ^ : 
., Whe :fii^ : ^Moi^ th^re&m h> he dobe iii treatifag 
o^Jb^n^^ !b^ ^a)«c)>wiute>two fiiUav/'which^ by be^ 
ing blend^d6tc^QI^]V>)lAVe'Y€ry gnatJy contributed 
to tbTiiWiH dkrod >tip<mithei whole subject; 

Mttticrf^y ii^ich- 1 (ctfli' 0f account,' is' no more than 
an arbittmy'»:idf6*^ h^lpu^^ ' 

- \Mweif^hi'lii^ di^i^ent 

thing from mime^c^*^' a*d kttfght ^Slst, althbti^h* ' 
th*e ^«^<tio»s«h:thihg in4h6 worltl as any sub- " 
B 
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2^ PRINCIPLES OF MONEY. 

staoccj ivhicliTfcild tiieeoipean ^^oqtatt and {tt>« 
pOirtltmil^uivalent for every commodity. 
; /The'€i|1jje<itherefo of the first chapter shall be^ 
1. To point out the principles which determine the 
value of things ; 2. The use of an invariable scale 
to measure their value ; 3. How the invention of 
money of accbulili is ^xajctly adapted for measuring 
the value qu the one hand^ and measuring the price 
on the other; and 4. How it preserves itself inva- 
riable amidst all the fluctuations^ not only of the 
value of things themselves, but of the metals which 
are commonly consldei ed as ^tlie Ineasures of their 
value. 

First, Money of accoilnt, which I shall here call 
nwneyy, performs dte tonte 4»fllee with regard to the 
value of things, that degrees, minutes, seconds, fts. 
do with yega^tk^^ftgl^, or as scales^ td geotgra-- 
phkd:iiiiqa»^ oi- topkifi^ol^^^iMflci^^ '- '. "'* 

' ilnraA Ai^3invfn«ionii, the^ii^^^e^tKtitff Mrte 
denomination taken for the unit. ^ ^ • ' 

r flk^«glespiit js lUadegtee,* 'inigeogmpby, k is the 
ittite, to: ledgnefiiiiiplaiisv tfa^^Mlv ^and,. 0i» tmse; 

The degrfefi^haRitti deteniifaiatelaigtili) Mlieither* 
had tjbiat fi^^ of tbe^ sca)e i^pm plan^ irbicb.inavks 
thci vpi%\ t^ uj|^fot»^ <rf ail ^ofl(^ lavcaBrtfecMia be- 
ing so^]^ cpBfinQd\tot|^marlppg of pf9p0rtie», . 

Just^^ the unit ill B^qneyeamhi^ra^ uoiiuvwiable 
determw£tte propqrtmi to apy part «f vs^ue; thai! 
is tp say^ it ca^^t bt^Es^ t^i ppi^t^ity t^ mf^ 
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psftfamiaf ^iian*lat|( li^f ^fidy tUvdr, ^^^y xkher 
*oofnmcFdfty-^haMm«ir..«-- ;-''•• -.;-* 

Bat it may be asMitidnM'^f a.liMe/^t(d^bei](^^w^ 

c»ii; by:»ic|ld|>lfki^ tWg!Asatif^ Vaioe ; 

lind^'iHiea iMidesceqA btlbw^^d^^ 
of tUsunivw^ lla«it(lti^lif«btad0^ bf iii«Mitfe« 4ad 
"imgb^^ wlritdi rwiiliitbpi iiptraiaob easy*! I%lu 
in England, whbtB iiiaMiingiii the towiMt ^^niimf- 
Diation of money, the grains of wheat ar^ bt>^bit 
hf ttttaftfiife, «td ^eiriesi fanf^! tlb' pomnU 

> SnhdtaMtt; JWB yliliK4..ekhet accdtrding to tfattiir 
!iiw%blv>tlieirgiipef^tail mtaMire, the mea^fe oE 
Sheir^lmHc; di) by^ha pice»« These mlty be ^oon«i^ 
dered as the fonti-cliitoe^^afiwhdible tdrporadcis^ 



k../i:.. 



AU;tk^»ipda^ jef badh xiass vccopding ido tbefer 
-diSumot <|ulidea eCguodBssa^ iwiy tig fbduced to :a 
pro^^orikm of viedbnu A pcmnd bf ^^d, tif 'lead, ^f 
iKAnrent gofiiis,: of diifeirenit ImttsBs, i or of wkaat> yoti 
wHly vittned ^y ijxe fiMiid^ ' may at.aiiy precise itim^^ 
be reduced to a scale of proportioiad iMittiesy ti^lto 
lUm ikraotii demands, icompeticioii -and'facnlitiefel of 
hvvfen- md 8cib^% lodep* hiim parpktud AicMafidn; > 

Theinjtae irf cimimoAtita tfaBtdbw^ iie|)^ding 
upon ciremnstances relative to themMlmsi> ifheii^Ta^ 
loe^obuht to km eoilsiAnM aj^tiiaiigiHg'ivith rflfi^ct 
to €m^m^efiik€^tMl^^^ 

twoUdi orpc*|ii^e»idi0'8»eenaiiii^ Aitc duti^gtifir 
of profumtidn by the liieam of li geiieraAi ddcemri-i^' 
Aitiiiatid'i«^irkUesaii«^ m<isi bfi bttHAd to tradi^p 
B2 
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4 ' PRIMCIPLtiS OF.M0VXT. 

and B, idkig upon alkoatioii. Thii troi|bl« emit p««- 
plexity is the infallible conseqntnceiof eycty iskein 
tl^epQU<^yof moneyork^f ootn. m' , .: u u.ii 

» Mpney^ sljsic^y and :phil0s^lii4aUy ^pcttkuig^ i», 
aa has^bem $djd»: aaiid«ali«itaJk>o£ ^luil tparti. . If 
it be demanded whak^iBgbt.tohellievfttahdardtolne 
of otte part? I answer by'pottin^ anothiav qliedtiiMi'; 
Wthat is the .standard length iof a iddgree, a minute^ 

afi^cmd?.. •.. ...• '.<. " .; ..: ...; •. .• :.. 1...;:. .' • 

It has none^ and there* is no necessity of its 
having any other than ^dtat^by oenTealion «i$ui-^ 
kind think fit to give it. r Bntisopoon asione .pait 
becomes . determined, by/tfaie. ndtoxe of a^liicaile^ aH 
the rest most follow in prop<Htiem^ . « •.: -.;U,..! 

The first step being perfectly arbitraryf piiepie 
mays adjust one; or more of those parts, to aipMcise 
quantity of the. porecious' metals $ aiid> so 4ioon as 
this is done, and thiat .m9nfey becomes « rsaKae^ as 
it wecG, in gold and. silver^ then it aopiiresia new 
defiuitioln ; it then becomes the jE?r£aey;M.t9Citf w the 
7nMsureqf.vab4e. .. ; .. i. . 

It ,doea mot ^follow £rpm. )tbi&«:adjuating: of the 
metals to the^ scale of valne^ tUat .they lihraiselves 
i^honld tbtrelwe ^become the seale^ as- any one .must 
readily perceive. . ^ ,..;.,... . 

Bat id former times, before the inkroduDtion x>f 
combieroe, when mankind had dest Mooqasian to 
mea^mre value with'aiS€neipuIcRi6>exfetctoess, the per^ 
manent natureof .the* metals rendered, tim^ suf^ 
ficiently ^bnectti both !to- serve as the soafe, and aa 
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^»iple&iii«wr]ralieM|tioii.hi<8iMA IIk ^milodbd^ 
lion of coiiiiiierM^tdi«tt0iifo:b»vb jetfrned) tke mo* 
pdrtantt dCMradnsiiigt^their iceiip^elkrm intooreits/and 
debts^ to the ntcfest'equhtioBs^of ialit^ fad'tfali 
bat pouted one th«(inoonvetii0iiod<of «diailltiiig<tbe 
metals^ as formerly, to'^efcrwbofth as the < measure 
and tbetpviee in sndkiopehrtfaniy.' • 

Just to geography -^iild «ftistrodemerif were long 
(^lopipkm, that a' degree of ^the -eqneitor wasade-^ 
tenphiate length to measure every d^fee bf ^ latH 
txtde npon tb^ globen - i « ' 

•flRiey then cbnsidned tfaeeartb as a'spbei^y tmA 
no.gvfat faic6inmMency!t1v<q0 fi»nnd.*tO[ rcfsult front 
this 8D}tp06lti«Bi » ' Bifct as aodimcy made a, {Krogves^^ 
this* fneararet <was fonnd t« be incoitect;! ; Degree^ 
ofJatkodeaffenowf found to be of diflfeamit lengths 
in diffiMrent 'Climates ;aad perhaps in ^une^ it: will 
be' fonnd' tlnat* no two degrees of -any great cttde 
described npoii jdie globe, axe in a geometrical 
eqiiality*".' ..it.r. 

That^ (m6ney, tbeteforey wlmb constantly pee^^ 
serves anitf^iial; i^atae, ^wbith poisQs itntlf,, us :it 
wer^ t in* a j^st e^faWbnum .between, the iliii:ti»ating 
proportMUrof the Tafaff|of,,tbmgil) isjbeanlyrper- 
mara€S9^;.an4ieqnal sqaJ^, by .^h^^b. value can .he 

Of this kind of money,. and of the possibiUtjr of 
estaj^^ab^ i%f,^W^ bav^ two examples : tbe.^fst, 
among . one ,of the mo5t knowing ; the seconds . 
among- th^* most ignorant :nations of t|ie wptld- 
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6 miBQcinjES ov wmry. 

The Bank of Amlferdam pEnmit9ia» whli tfae cme^ 
Ifae coast of Angc^ uHlli the otberr m .« j 

A flatm bosco has a mofB dataRniiiate vainp 
thtei!a poniiof ftae gold^.jor JttlTisr ; dt i& a »ik 
wbielii ttneoiiftvmitioii of men, imlnieted imHh^ artfc 

ofconunerDe^^^hatefoandoQt; m 

This bank money staiidsmiisiiiflUe Uifea'sdckitt 
the sea./ . Arcordmg; to ithisiffetil stan^Bid ate the 
piices ofaUii^higs nsgdlati^:;, nvAv^ jkm ft^oifim 
can tcU exacUy-'what it di^Mndb lipon*: jn»ift%¥ 
cioQS metals, with their intrinsia. Nmlirie, mMry ^th 
tegard t^ this? coaniaon nseancre,. IflLorvfery ^ther 
thing. A pound of 'goid,->ai'p0midi<rf daftver, >a 
d»iisaMl gnineas, a thoMand'fcrouM^ ai^onsand 
paastresi, or a tfaonsand 'date icts^ aiteiomi dti iaes; wordt • 
more, sometiines woithdestSicf tfak<Hnmnadih»itand^ 
ard ; according a$ the* propoctioix o£ tfai^mietlds of 
ivfaidk liifsy are inade vary betw^ 
I No adnherations in the weigbt; finene^, or dcH 
nominations of coin, haye any efiect npon baipk 
moQey. < Tbem aiurr^cieSy whiith thei famik h>bks 
npon as m^tcha^lixi} like^evei^c^tlier' thing, are tjt^ 
ther wotth moi^ or less bank 2K^<^ey, according to 
theiadWal valne of Ahtlirietals' th^y artJ mafde ef._^ 
Ah is to^dAndize 'witii l*sp*ct to tlAi standard';^ 
consequently, it stands unrivalled in the ei^emi»e of 
ib fctictteniif'cbmrtirfn measure. '•-'' ' ' 

'The second Qx^iriple is found ^miong ffie sarages 
updn the Afridan^coasl^f Angola, wtieri^'ftfer*i§ no- 
Ttil moi^y known. Th6 iAhabttant^ \biMM t»&u^ 
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ntm oirus or uokct, f 

by maamtes; and in some places this d^iomination 
is subdivided into decimals^ called pieces. One mOf- 
C€fut€ is equal to ten pieces. This is just a scale of 
equal parts^ for estfanaliii^ the tfdcks they make — t 
If a sheep^ e. g. be worth 10 nuicautes, an ox may 
be worth 40> and a handful of gold' dust 1000. 

Money^oC atefcototty\ th e a rfBie> otitnat be fixed to 
any mataial substance, the value of which may va- 
ry with respect to other things. The operationt of 
iwrnief. aadtlae UfactsoF an aav^BTsal circcdalioft 
i£ rihgy o^ecidie^ceMaierdiat ^wlwld^ nuialone ad- 
jdsll tlK flKtxntai^ t«lqe<of alii kiadsi of merchafi^ 
disep toJihdff iiniariabliitstandardt This jsurepvt^' 
swrtttrtwi of tbe ifaanlc JDouMiey'cif jAaostwdam, whi^ 
may at all times be most accurately specified! In n* 
dtternitiatB wii^lit of inlvw aiidgiildjf trut which 
am never iP0 tieddMni to*tlia« fpreeise ir«i^ht for 
tw«Qf9»|imr^oitf^ my mffn^htakttf « htaVfi of lier^. 
ilHgs. :^^'^ '■'' ♦•'^ ; 'i '-^ :/'jM^:iw' ^- -^ ' f • ' 

'- ,,-.• / .- • : •• : '.-.'» .: • ^ « ...J-^ '}'''i - J' --'-'I 
, ., » . ,.. u« ' • ; '» .-'* ""jj iiv-'Jii;**. 



. ' . . I 
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PHIKCIPLES or MOKfiTi 



CHAPTER IL 



Of artificial andwMerhdMwimf* 



% 



ROM the infaaoy o£ the wodd, at least as.ftr 
b^ck.asour accounts of the tnmsactioas ofmankimi 
icfftch^'Ve findtJuey had adopted the prectMs metals 
tbfut b^ijsyrec and gold^ras thie; common measure ^E 
TftJu^^ and.itsithe. adequate aqnivalentt fbr eyeiy thiiig 

i\ Tt^ iftfltateia^badmuriibly: adapted .fo» this pne^ 
yffi^iA^Smj 'ittt^^qfieifettLy, homogeneoiirt t When. 
pSyftit Jl W Fifflt v ; ^Hffiyf^wH|g< W eawrtly in propor* 
tion to their weights : No physical diflferenc^ <Mk: 
be found between two pounds of gold^ or silver^ let 
them be the production of the mines of Europe, Asia^ 
Africa, or America : they -are perfectly malleable, 
fusible, and sufler the most exact division which 
human art is capable to .give them. They are 
capable of being mixed with one another, as well 
as with metals of a baser, that is, of a less-homo- 
^neous nature, such as copper. By this mL^ctnrp 
they spread themselves uniformly ibrough the whole 
of the compound mass, so that every atom of it be* 
comes proportionally possessed of a share of this 
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mNCIPtfiS OF MONBir. 9 

iBoble mixtnre; by which means the subdivision of 
the precions metals is rendered very extensive. 

Thbir>pbysical qualities are invariable ; they lose 
Aoti^iag by ' keeping ; they . are eolid . and dtirable; 
and- thoi»gh their parts. are separated by firictton^ likt 
.evory other things yet still they are of the number 
.of those which suibr least by it. 
f , If moiiey, .therefore, can bemade^of any thing, 
that is, if the jproportional value of tilings ven*- 
fdihk cou be measured by any thing material, it 
may be measured by the metals. > 

, The two met^s being pitched upon as the most 
;proper 8ubiBA;ances for rc^aliasing the ideal scale of 
mojiey, those whb undertake the operation of aji- 
justing e^ ^andard must conatantly keep ia their eye 
.tbfl.iii^ur^ a^d' qiialitie^ of a.sqale> asweUasth^ 
}^i^U0ipl^»9^PU wh^ch it is formed. : ,: 

? «Xh^,u|iiti)f the Qc^^e miKst cob^taiitly be the sajSie, 
at|hpt(g}^;teali2ed in the metals, or th^ whole opei*ii^ 
^ti0n faiUiin th!e mbst e^sebtial part. This realizing 
the unit is like adjusting a pair of compasisea to a 
gMiafcsfri^al atift)^. where the.smallest deviation from 
tdie^ejiacCippejSSlig onte.giyen ;iiust'pcoasion an iir- 
4^i)rre€i;n)ijta^ufa Jjte met^ld, therfs&re, are to 
^9^^fi9bj wbajt A p<Mk^pf Compasses is ta a gfeometrical 

•J /TIwj :opeife|iiMii ipf ;; a^usting; tbe-'m^tals "to . the , 
•flMjniejPtof fac€^(999b^ i tfi?gil w attLiayaet; ^isd -. determL- 
J^^i»\fVQifpTtff>n: qf , boJJii :ro^f()tfirt^f «K«»y.uiii^, 

•. C ' ' • , •• . ' 
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10 PRINCIPLBS or MOKXY. 

ttadised {a all tibe species and denoniinationft of 
coin, adjusted to this atandaord^ 

The smallest particle of eithjsr metal added to, 
ot taken: away from any coin^ which represents 
certain determinate parts of the scale^ OTcrCams the 
whule system of material money. And if, not- 
withstanding snch variation, these coins continue to 
faesir the same dem>minations as before, ^fi will as 
effisctaally destroy tlieir nsefblness in mesM^uriHg the 
value of things, as it would ov^tnm th^ usefulness 
of a pair of compasses, to suflfer the openi^ng to vary 
after it is adjusted to the scale representing feet^ 
toisesy nailes, or leagues, by which the distances 
mpon the plan are to be measured. 

DebaiSittg the standa^ is a good term; beeause 
ife eonveys a clear and distinct idea. It Is dimi« 
nishing the weight of the pure metal eotitaiued in 
tkat dencMuitiation by whi^ a nation reckons, and 
whieh we have called the money-unit. Rtiiiing the 
atafidird required UQ &rther definition^ being tike* 
dineet contrary. 

Alomngthe standard (that is, ridding or debasing 
the value of the money-maSt) is Mike altering the 
natieisal meseuKes or weights. Thl^ is best 4kK 
-oovered by eomparing ih^ diing^tered with tiring 
of the same nature which have suffered no alteration. 
Thus if the ibot of measure was aliered ftt once over 
all fingla»dy by adding to it> or taddng from it, any 
ipropoMtoMl part of its standiLrd length, die altera- . 
tion would be best discovered,^ by comparing the 
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mw foot widi tbMof B^ri%vp]'off|»y 9t^ 
trj;^ wiiu^h.hai) sinfffiiied Ro alterattpii. Jti$t 80^ if 
tbe j^ooobd &terU^9& wHch h the English omt> ahaU 
be foa»€l auy how cjbi^s^ and tf the Ymaticm k 
has met with be difficult to ascertain^ beMwe Of |l 
complication of circumstances^ the best way to dis- 
cover it will be to compare the former and the pre- 
sent value of it with the money of other nations 
which has suffered no variation. , This the course 
of exchange will perform with the greatest exact- 
ness. 

Artists pretend^ that . the precieua metals^'^when 
absolutely pute fiwx% any mixttoe^ aie not of suf- 
ficient hardness to constitute a solid and ]|iati9g 
coin. : They are found a}sQ in the%mmes' n^ii^d 
with ot|ier metals of a basf^r nature^ and the hiiog- 
ing them, to a state of perfect purity oc^ranons a^ 
unnepeasary exp^ce. To. avoid, therefoTis, the ii^- 
convenienoe of employing theon in all th^r purity, 
people have adopted the eaqpedient of n^xi^g ^^m 
with a determimte proportion of pther metuls, which 
hvrts neither, their Wbility, malleability, beauty, 
QX lustre. This iiietal is called albfj/^ and bewg 
considered lOieinBly as a soppop^: to the priotcip;^ 
mietal, is aeoomited qf no valpe in k^^lf; 80 tb^t 
d^yen cMUfobesrof gold, when mixed with 01^ oijnjqe 
lifsUv^^, apijonies, by that ad^^ipn, w 
tii(m of Ti4iie whateii^* ,.>) 

This being the , eaae, we shalU in ^^pmVii^S 9^ 
money, overjook^ *s mwh as po39ibl#^ the «x^stfnce 
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12 PRINCIPLES OF MONEY. 

of alloy, in order to render langnage lesi snbfect td 
ambigaity. I mnst except soch caseis, where die 
Considering the mass oi the eomponnd metal, ac- 
cording to its weight, can be accon^anied with ne 
Inconvenience. 



^ CHAPTER III, 

~ ' . ■ ' . - < •. ' ' • 

Incapacities cf Metals to perform the Office ^ an 
invariahU Measure of Fabie. 

' W ERE there but one species of such a sub- 
stance as We have represented gold and silver to be, 
were the^e bnt one metal possessing the qualities of 
purity, divisibility, and durability ; the inconve- 
niences in the use of it for money would be fewer 
by far than they are ibnnd to be as misitters stand. . 
' Such a m^tal might then, by an unlimited divi- 
sion into parts exactly equal, be made to serve as a 
tolerably steady and universal measure. ''Btt the 
rivahhip between the metals, and A6 perfect equa- 
lity which is found between all their physical quali- 
ties, so far as regards purity,* and divisibiHty, ren- 
der them so equally well adapted to' s^rve as the 
common measure of value, tjiat they' are universally 
fidmitted to pass current as money.' 
What is the consequence of this ? That th^ 
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ime m^asiii!0S the vaRie of the other, as well as that 
of every other thing: "Now'the moment any mea^ 
sure begins to be i^easur^ by another, the propor* 
tion of whieh tq it is not physically, perpetually, and 
invariably '' the same, all the nsefnlne$» of such a 
meftsnre is lost. An exam]ple will niake this plain. 

A foot of measure is a deterininate length. Ah 
English foot may be compared with the Paris foot, 
or with that of' Ae Rhine ; that is to say, it may be 
measured by them; and the proportion between 
their len'^ths may be expressed in nuniber^; which 
proportion IriM be* the same perpetually. The me^ 
suring thtone by the other will occasion no uncer^ 
taility; and we may speak of lengths by Paris feiet, 
and be ]pecfectly well understood by others who are 
used to^megsure by the English foot, or by the fodt 
of the Rbdiie. 

But suppose' that a youth of twelve yeai^s^ old 
shoutd take tt^nto his head to measure from time 
to time, as he-atlvatices in age^ by the length of his 
o^'foot, and that he should divide this gro'viiing 
<lbot into inches and decimals : what could he leftrUr 
^ froiA his account of measures ? As he mcreas^B 
d» years,' fais^foot, its indies, and subdivisions, will 
Imgthtn gradually; and were every man to follow 
:his'.exampk, and measure by his own foot, then the 
.foot of measure now established would totally cease 
to he of any utility. 

This is just the case with the twa metals. Tfaeit) 
iS' no detenninate invariable proportion between 
their value ; and the consequeace of this is, tbttt 
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wImq they are both talseoi for mea^unBg the yalof 
of other thio^, the things to be measured^ like ^ 
lengths U> be meaaured by the young mfliii^s foot» 
without chaoging their relative proportion between 
themselves^ change however with respect to thede^ 
noi^inations of both their measures.. An eumpl^ 
will make this plain. 

Let us suppose an ox to be worth three thoQsand 
pounds w^ht of wheats and the one and the other 
to be wcHTth an ounce of gold^ and the ounce of 
gol4 to be worth exactly fifteen ounces of silver f 
If the case. should happen^ that the pr^^rtional 
▼aine between gold and silv^ should come to be a» 
.14 is to 1^ would not the ox, and coMeqqently 
the wheat, be estimated at leas in silver, and m<mi 
ijEi gold, than formerly ? I apk &rther» if it would 
be in the power of any state to prevent this vaiitr 
' (don in the measure of the value ^ ojcen ajdd whi^t, 
without putting into the unit of their mosiiey les# 
(Silver and more gold than formerly ? 
. If therefcnre any partieblar sitaite sbemld fiE th^ 
^«ndard of the unit of their money to one 4peeii9 
pof the metals, while in fact both the oii4 and tS^ 
'Other are actually employed in measuring valu# ; 
T^rotild not such a state resemble the youag mnilf 
iM^ho meaaniies eU by his growing foot? For, if 
.iHUveTj^ for eixnmple, .be nlained as the: atandardy 
while it is gaining upon gold. one\fifteenth addi* 
^oAal value;.. and if gold continue :all the wlule to 
idetcaemiofivthev value of things, as well aa sihrery itJ3 - 
9}f^nthat>/tQallij|t!^t6 jii|id.pui)>oses, this ^ilynr 
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•YUeasure fa ledgthening daily^ like the young mBxih 
f(dot^ since the same we%ht of it must beeome 
^Tery day equiraient to more and more of the same 
commodity ; notwithstanding we ^pose die same 
proportion to subsist^ without die least Tariatioi^ 
between this commodity and every other species of 
things alienable^ 

After having eiiposed the matter in thki light, I 
think it can hardly^ with reason, be urged, thai, 
notwithstanding it be adnntted that gold and silver 
may dhange their proportion of Value with r^ard 
to one another, yet still this does hot prevent silver 
irom remaining the standard, without any incon*' 
venience ; for the following reasons : 

First;, Beoanse, when it is considered as a.standr 
ard, it nevef ought to be looked upon as changing 
ite value vnth regard to g61d; but that gold ought 
to be considered as changing its value with regard 
to silver, 

' Secondly, Because belag the measure itself, it is 
absurd to consider it as the thing measured; that 
therefore it retains ail the requisitei of an invariable 
scale; since it measto^ all things acctMrdingto the 
proportion they bear to itselif, which physically 
never can vary. And, 

Thirdly, That a person who has borrowed a pei^* 
ttfin weight of silver from another, is obliged to r^ 
pay the same weight of silver* he had borrowed^ 
«Itho«igh «t that time silvw shoiildbetffgmfttar 
vatob dtanirheti he borroxi^ it. 
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I answer to the ifirst argument : That if in foct 
silver should become of more or less value witli 
respect to merchandize, with respect to gold^ and 
with respect to bank money, by their being a 
greater or less demand for it than there was before; 
I cannot see how calling it a standard, can remove 
this inconvenience, which is inseparable from the 
feature of, the thing; nor how we can change a 
matfisr of fact, by changing our tangTiage^ and by 
saying, that merchandize, gold, ' and bank money, 
become of more value, or of less value, with jje*- 
T^pect to silver, in proportion as the demand for 
them is greater or less. This lauguage we must use^ 
although we know for certain that these things r^ 
main in the exact relative proportion of quantity 
and demand as before; and although it should 
evidently appear, that a demand for silver has raised 
ihe price of it, with respect to every thing it mea«- 
sured the day before. 

r I If the yai'd in a mercer s shop should be subject 
to su6h revdlmtioris, in consequence of therwood it 
i^as made, of ; and if in measuring a piece of stuff 
to a cu^stbmeri which' the mercer had btoght by 
this -yajcd the day before for 50 yards, he should 
find the piece measure but 40> it would not be easy 
4p. pervade rhitaj I believe, that his f iece was be- 
4:^m^ lishdrter ; h^it; suppose he should have the Ott- 
jrioajijt^.to tdeasur^ qyet' again all the piee^$ jnvh)8 
tb«pj3*»dc. tlirti.b^ shpuIA find exactly ^onefi^th 4t 
minution upon th^efltogtihrpfjeY^fyjtfiie^iJf^tll^i^ 
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. not very rationally conclude that his yard was 
grown longer, and would he not run immediately 
td his neighbotir's shop and compare it? • 

A3 to the second argument, I agree that silver 
may at all times very exactly measuij^e the value of 
things with respect to itself; but this gives us no 
idea of an universal measure. 

I can measure the proportion of the length of 
thmgs, with any rod, or with any line, the length 
off which I know nothing about; but no body calls 
tips measuring, because I cannot compare the things 
n^easured, with any other thing which I have not 
measured with the same rod or line, as I might 
easily do, had I measured with a foot, yard, or 
tpise; consequently the intention of measuring in 
such a case is almost entirely lost. 

To the third argument, I answer, that I subscribe 
vei-y willingly to the truth of that proposition; 
provided that by silver Is understood the bare me- 
tal, without attending to its additional quality of 
the universal standard measure of value. But if I 
borrow the silver not as bullion, but as coin, (the 
common measure of value), then I say, that I over- 
pay in giving back the same weight I had received. 
Is there any thing moreTamiliar than such examples ? 
I borrow ^100 from my neighbour, he proposes 
to give so much of the value in grain; I accept. 
The price of grain rises about the term of payment; 
can I be obliged to repay an equal quantity of grain in 
payment of a proportional part of what I owe ? By 
D 
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ng ^leia^s; b^oaa$.e I di4 iiot recn^^ the graiji 9S 
any thing but ajs a specks of money, But if I bor- 
row some quiarteris of gfain to be repaid in h^rve^t, 
then I am obliged to restore grain for grain^ b^c^-t^se 
iQ this case J did pot receive the grain ap mpney, 
bjit ^ 9 commodity. 

Buying and selling are piirely couye^tipual, ail4 
no man ii^ obliged to give hi§ merchandize at ^hat 
may be supposed to b^ the proportion of its ^vorth,. 
The use therefore of an universal ^^ea^u^-e, is to 
mark, ©ot only the relative value of tb^ things t» 
which it is applied as ^ measure, bui| tq discover iiji 
an instant the proportion between the value of these, 
g.nd of eveiy other comniodity valued by a deter- 
minate measure in all the countries of the world, 

Were pounds sterling, livres, florins, piastres, 
&c. which are all money of account, inyari^l^le in 
their values, what a facility woyld itproduci^ in 3.11 
conversions^ what an assit^tanc^a to trade! Bnt a^ 
they are all lin^ited pr fix^e^ to coins, and conse^ 
quently vary from tiine to time^ this example shew^ 
the utility of the invariable measure which ve hwf 
described. 

There is another circumstance which infiPJ^ftPir 
tatps the metals from performing the office qf mo- 
ney ; the substance of which the cpia is madci i^ 
^ commodity, which rises and sinks in its value with 
^ respect to other commodities, according tq the lyauts, 
jH)mpetitipn, and caprices of mai»kin4. Th* ftd- 
y^nt^e, tjipfpfpr^, found in put^ w ifttjrift^ip 
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taltl^? mid f&kt 1»ii!«5tatrf6 ttrhich fierfbi'ih^ ih^ ftitic- 
tion of money of accbiirit, is cdmpexi^aterf by tiiief 
Instability of that Ifrtritt^iC value j and tire adtan- 
tage obtained by the stability of pa^er, or symbo- 
lical *money, is compensated by thd defect it 6om- 
Ihonly has of not beilig at all time^ susceptible of 
Realization into solid property, of intrinsic value. 

In Order, therefore, to rendefi- material mone^ 
lnor6 perfect, this quality of metal, that is df d 
commodity, should be taken from It; and in ordet 
to render paper money more perfect, it ought to 
be made t6 circulate upon metallic or land security; 
Th6 e^tpedietit with regard to the metals shall find 
a place it^ this Inquiry (in the chapter of niiscella- 
neous questions at the end of this book, article 4th). 
What *^gards thd paper is fofeigii to otir purpose, 
arid belongs to the doctrine of credit. 

There are several smaller inconveniences accom- 
panying the use of the metals, which we, shall here 
stortly enumerate, reserving the discussion of all 
the CoU^eqtlefteeS they dravfc^ along with them, until 
we crime to tonsider the operations of trade and 
riiOney, upon tlie complicated interests of man- 
kind. 

First, No money made of gold or silver can cir- 
culate long, whhottt losliig of its Weight, althoiigh h 
an along pre^er^fed the sanie dfenoniitiatioti. This 
r^pl^sents the cOritractiiig a pair of compasses Which 
had beeil rightly adjusted to the i^CalcJ. Such a d^- 
ftdt fijnst ap|>eat striking, when' We reflect tipon thie 
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principles, (already laid down) which necessarily in- 
jQuence the fixing of a standard. 

Secondly, Another inconvenience proceeds froni 
the fabrication of money. Supposing the faith of 
princes who coin money to be inviolable, and the 
probity, as well as capacity, of thos/e to whom they 
commit the inspection of the fineness of the metals 
to be sufficient, it is hardly possible for workmen to 
render eviery piece exactly of a proper weight, or 'to 
preserve the due proportion between pieces of diffe- 
rent denominations ; that is to say, to make every ten 
sixpences exactly of the same weight with every 
crawn piece, and with every five shillings struck in 
a coinage. In proportion to such inaccuracies, the 
parts of the scale become unequal. 

Thirdly, Another inconvenience, and far fVom 
being inconsiderable, flows from the expence requi- 
site for the coining of money. This expence adds 
to its value as a n^nufacture, without adding any 
thing to its weight. I shall t^e notice in the pro- 
per place, of the consequences which attend this in- 
convenience, even to nations where coinage is free. 

Fourthly, The last inconvenience I shall mention 
is, that by fixing the money of account entirely to 
the coin, without having any independent common 
measure (to mark and control these deviations from 
mathematical exactness, which are either insepara- 
ble from the metals themselves, or from the fabri- 
cation of them) the whole measure of value, and all 
the relative interests of debtors atid creditors, be^ 
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« 

come at the disposal not only of workmen in the 
roiut^ of Jews who deal in money, of clippers and 
washers of coin, but they are also entirely at the 
mercy of princes, who have the right of coinage, 
and who have frequently also the right of raising or 
debasing the standard of the coin, according as 
l&ey find it most for their present and temporary 
interest. 

Several of the inconveniences we have here enu- 
merated, may appear trifling, and so they are found 
to be in countries where commerce is little known; 
but the operations of trade surpass in nicety the con- 
ceptions of any manlbut a merchant; and as a proof 
of this, it may be affirmed with truth, that one shil- 
ling .can hardly lose a grain of its weight, either by 
fraud or circulation, without contributing,. by that 
circumstance, towards the diminution of the stand- 
ard value of the^noney-unit, or pound sterling, over 
all England, as I hope to be able to shew both by 
reason and facts. 

All and every one of these inconveniences to 
which coin is exposed, disappear in countries where 
the use of pure ideal money of account is properly 
eirt;ablished. 
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CHAPTEJR IV. 

Methods tohich Inay be 'proposed fw lessening iht 
several inconveniences to which material 
. Money is liable. 

JIN this cliapter I fehall point ont the th^thocld 
whicli may be proposed foi" lessening tlt^ lAcotiveni- 
ettces to wbich all coin Is Kabli^, hi ord^f thereby to' 
]6ake it fesTembk as mticb as posi^ble the intariabk 
sieale df ideal money 6f account* 

The inconveniences from the Variation in th^ re- 
lative Value of the metals to .one another, may in 
sbmt; measure be obviated by the following expe- 
dients : 

iFfrst, By considering one only as the standard, 
and teaving the other to seek Its oiVn Value, like 
any dther commodity. 

Secondly, By considering one only as the stantk 
ard, and fixing the value of the other from time to 
time by authority, according as the market price of. 
the metals shall vary. 

Thirdly, By fixing the standard of the unit ac- 
cording to the mean proportion of the metals, at- 
taching it to neither; regulating the coin accord^ 
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ingly; and upon every considerable vaiiation in' the 
propo^ion between them, either to m^k^ ^ V^W 
coinage^ qr to raise the denomination of pn^ <}{ th^ 
species, And lower it in the other, in order to pye- 
ser^e the unit exactly in the mean proportion be- 
tw^Qn the gold and silver. 

In order to explain this thought, let me observe, 
that the consequence of every variation in the pro- 
pi^iog }Mw§m tfaa V9.1|i^ of gold and jsilver, has 
this effect; namely, that the sam^ weight of ^V€X 
acquire^ uftm ^very f^hfmgi^ 9^ different v^ue in 
gold, i^PWP wha^ it had b^forej and tlte wme 
we%)it pf gold acqwes, upon tjie ^ba«ge, a. dif- 
ferent v^lue in silver from whpt it had befi>re« Let 
me illustrate this by an example* 

^ppp3e> then, the value of gold to be to the value 
of silver, as 1 to 14. Then 100 grains of gold 
will be worth 1400 grains of silver. Suppose, that 
i|ext year, the proportion shall change, and that k, 
jBhall come to be as 1 to 15; then iOQ grains af 
gold T^ll be worth 1500 graine of silver. 

Hen then, we two different valoep in silver fof 
the same quantity of gold, namely, at one time 100 
gpaing gold z= 1400 grains silver; fit anbther time 
100 dittos 1^0 ditto. Add these two quantities of 
nilver together, they make 9900 grains. Take one 
half of the sum, or 1450. This I c^all the meak 
proportion <^ the silver. On the other hand, sms 
to the gold; 
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Grt. of Cold, 

1400 grs. silver at one time are wortli 100 

1400 grs. ditto at another time are worth 1 



93i 



'-*''-? or 3 



Together ^ \^\ 



one half of which is 96i grs. or the mean pro- 
portion of th^ gold. 

Supposing, therefore, the unit to have been de- 
termined at 100 grs. of gold, and at 1400 grains 
of silver, as soon as the proportion comes to 1 5 it 
must be changed to 93i grs. of gold, and to 1450 
grs. of silver. 

This shall be fully explained, and the usefulness 
of it pointed out, in the sequel. 

Fourthly, To have two units, and two standards, 
one of gold, and one of silver, and to allow every 
body to stipulate in either. 

Fifthly, Or last of all, to oblige all debtors to 
pay, when required, one half in gold and one half 
in the silver standard. 

I have -here proposed the attaching the standard 
to one of the species, as a remedy against the ef- 
fects of variation between the metals, because when 
thb is done, the consequences are not jso hurtful ^ 
when the unit is aflixed to both, as I shall prove in 
its proper place. 
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' The regulating the proportion of that metal^ 
which is considered as merchandize, to the pthey 
which is considered as the standard, upon every 
yariation in the market price of bullion, as well ^s 
the other expedient^ of establishing two units,, the 
one of gold, and the other of silver, does not render 
the unit of money any more invariable than before; 
all that can be said for this expedient, is, that mo- 
ney becomes thereby more determinate, and that 
people who enter into permanent contracts, are at 
least apprised of the consequences of the varying 
of the proportion of the metals, and may regulate 
their interests accordingly. 

. Fixing the standard to the mean pl-oportibn of 
the, metals, is a certain method of preserving the 
value of the unit invariably in time to come; but> 
upon subsequent variations in the profportion, it 
implies either the necessity of a recoinage, or of 
Qhangingthe denofninations of the coin> by which 
fractions of farthings, deniers,'and other such small 
denominations will be incurred, unless such a duty 
Upon coinage be imposed, -as may raise the value of 
the coins above that of common bullion, be- 
yond the value of such fractions of farthings, &c^ 
which then may be thrown out* Example upon 
changing the denomination of a shilling; supposing 
the exact proportion of its n^w denomipation 
fihould be 12. 28d. the leg^l denomination ihay 
bes made I2id. which is 12. ^5d« and the thriee 
additional hundredth parts of a peaiiy way be 
E 
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neglected; because the duty^^n coinage will give 
ah advanced value to the shilling price, beyond the 
three hundredth part of one penny; which, as 
a metal, it will have more than in proportion to it« 
denomination. 

The last expedient of making debtors pay half in 
gold and half in silver, would remove every, incon- 
venience, provide^ that a similar regulation were 
made at the mint and at the Bank of England, ap- 
pointing all bullion to be delivered in both species 
at the Mint; and all payments to be made in both 
fipecies at the bank: and also provided that the 
same regulation should be Observed in all bargains 
of sale as often only as required. This would so 
blend the value of the two metals together, as to 
make them virtually but one. 

The other imperfections of coin relate either 
to its wear, to the want of exactness in the fabrica- 
tion, to the price of coinage, or to the adulteration 
and change of the standard. 

. First, As to the first, the best expedients ^are, to 
strike the greatest part of the coin in large solid 
,piece8, having as little surfatje as possible, con- 
sistently with beauty and ease of fabrication. 

And to make all light coin v^hatsoever go by 
Weight. 

S^ondly^ As to the inaccuracy of the fabrica- 
tion, there is no other remedy than a strict atten- 
tion in government to a matter of so glreat eonse^ 
-^uetiee» 
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Thirdly, The price of coinage principally afibcfs 
the interest of nations with regard to foreign trade; 
consequently, trading states should endeavour, fts 
nearly as possible, to observe the same regulatiQns 
with their neighbours, in every thing which regards 
the coin. The consequence of this inconvenience 
to those within the society is unavoidable^ ax\d 
therefore no remedy can be proposed* 

Fourthly, The establishment of pubUp credit is 
the best security against all adulterations of the 
standard. No fundamental law can bind up a state 
so effectually as its own interest. 



CHAPTER V. 

Variatiom to which the value of the Money-unit is 
exposed from every Disorder in the Coin. 

JLiET us snpfNose, at present, the only disorder to 
consist in a want of the due propartion between the 
gold and silvier in the coin. 

This proportion can be establisbed by the mw^ 
ket price of the metals only; because an aijigq^en* 
tation and ris^ m tbi^ deipiand for gold <x- silver jiias 
the e&et of mgrnenting the valw of t^e metajl da* 
mended. Let uf suppose tl^at to^a^r ope p^mi»d of 
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gold may buy fifteen pounds of silver; if to-morrow 
there be a high demand for silver, a competition 
among merchants, to have .silver for gold, will 
ensue, they will contend who shall get the silver at 
the rate of fifteen pounds for one of gold: this will 
raise the price of it, and in proportion to their 
views of profit, some will accept of less than the 
fifteen pounds. This is plainly a rise in the silver, 
more properly than a fall in the gold; because it is 
the competition for the silver which has occasioned 
the variation in the former propojrtion between the 
metals. 

Let us now suppose that a state having, with 
great exactness, examined the proportion of the 
metals in the market, and having determined the 
precise quantity of each for realising or represent- 
ing the moneyrunit, should execute a most exact 
coinage of gold and silver coin ; as long as this 
proportion continues unvaried in the market, no 
inconvenience can result from that quarter, in 
making use of the metals for money of account. 

But let us suppose the proportion to change; that 
the silver, for example, should rise in its value with 
regard to gold; will it not follow, from that mo- 
ment, that the unit realized in the silver, will be^ 
come of more value than the unit realized in the 
gold coin? 

But as the law has ordered them to pass as equi- 
valents for one another, and as debtors have always 
the option of paying in what legal coin they think 
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fit,, will they not all choose to pay in gold; and will 
not then the silver coin be mielted down or export- 
ed, in order to be sold as bullion, above the value 
it bears when it circulates in coin? Will not thia 
paying in gold also really diminish the value of the 
money-unit, since upon this variation every thing 
must sell for more gold than before, as we have til- 
ready observed? 

Consequently, merchandize which has not varied 
in its relative value to any other thing but to gold 
and silver, must be measured by the mean propor^ 
tion of the metals, and the application of wj other 
measure to it is altering /the standard. If it is 
measured by the gold, the standard is debased; if 
by silver, it is raised, as shall presently be proved. 

If, to prevent the inconvenience of melting down 
the silver, the state shall give up affixing the value 
of their unit to both species at once, and should fix 
it to one, leaving the other to seek its price as any 
other commodity, in this case no doubt the melting 
down of the coin will be prevented; but will this 
ever restore the value of the money-unit to its for- 
mer standard ? Would it, for example^ in the 
foregoing supposition, raise the debased value of 
the money-unit in the gold coin, if this species 
were declared to be the standard? It would in* 
deed render silver coin purely a merchandize, and 
by allowing it to seek its value, would certainly 
prevent it from being melted down as before; be* 
canse the pieces would rise conventionally in their 
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denomination; or an agio, as it is callect, would 
be taken in payments made in silver; but the gold 
would not, on that account, rise in its value, or be- 
gin to purchase any more merchandize than before. 
Were therefore the standard fixed to the gold^ 
would not this be an arbitrary and a violent change 
in the value of the money<-unit, and a debasement 
of the standard? 

If, on the other hand, the state should fix the 
standard to the silver, which we suppose to have 
risen in its value, would this ever sink thc^ advanced 
value which the silver coin had gained above the 
worth of the former standard unit, and would not 
this be a violent and an arbitrary "change in the 
value of the money-unit, and a raising of the 
standard? 

The only expedient, therefore, as has been said, 
is in such a case to fix the numerary unit to neither 
of the metals, but to contrive a way to make it 
fluctuate in a mean proportion between them ; 
which is in effect the. introduction of a pure ideal 
money of account. This shall be fnrth» explained 
as we go along, 

I have one observation only to make in this place, 
to wit, that the regulation of fixing the unit by 
the mean proportion, ought to take place at the 
instant the standard unit is affixed with exactness 
both to the gold and silver. If it be introduced 
long after the market pr(^rtion between the me^ 
tals has deviated from the proportion established in 
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the ci^in^ and if the new regulation is made to have 
a retrospect^ with regard to the acquitting of per- 
manent contracts entered into, while the valae of 
the money unit had attached itself to the lower 
currency^ in consequence of the principal above 
laid down, then the restoring the money-unit to 
that standard where it ought to have remained (to 
wit, to the, mean proportion) is an injury to all 
debtors who have contracted since the time the pro- 
portion of the metals began to vary. 

This is dear from the former reasoning. The 
moment the market price of the metals differs from 
that in the coin, every one who has payments to 
make, will pay in that species which is rated highest 
in the coin ; consequently, he who lends, lends in 
that specie. If, after the contract, therefore, the 
unit be carried up to the mean proportion, this 
must be a loss to him who had borrowed. 

From this we may perceive why, in the first ar- 
ticle of the preceding chapter, it was said, that 
there was less inconvenience from the varying of the 
proportion of the metals, where the standard is 
fixed to one of ^em, than when it is fixed to both. 
In the first case, it is at least uncertain whether 
the standard or the merchandize'Species be to rise; 
consequently it is uncertain whether the debtors 
or the creditors be to gain by a variation. If the 
standard Bpecies should rise, the creditors will gain; 
if the merchandize-species should rise, the debtors 
will gain; but when the unit is attached to both 
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species^ theft the creditors never can gain^ let the 
metals vary as they willi if silver rise, then debtors 
will pay in gold; if gold rise, debtors will pay in 
silver. But whether the unit be attached to one or 
to both species, the infallible consequence of a vari- 
ation is, that one half of the difference is either 
gained or lost by debtors and creditors. The in- 
Variable unit is constantly the mean proportional 
between the two measures. 

I intended to have postponed the entering upon 
what concerns the interests of debtors and creditors 
in all val*iations of the coin, until I came to treat 
particularly of that matter ; but as it is a thing of 
the greatest consequence to be attended to, in every 
proposal' for altering or regulating the coin of a 
nation, it will, perhaps, upon this account,, bear a 
repetition in another place. 

To render our ideas as distinct as possible, w© 
must keep them simple. Let u^ now suppose that 
the metals are perfectly well proportioned in the 
coin, but that the coin is worn by use. 

If this be the case, we must either suppose it to 
be all equally worn, or unequally worn. 

If all be equally worn, I -think it needs no de- 
monstration to prove, that the money-unit which 
was attached to the coin, when weighty, (drawing 
its value from the metals contained in it,) must na- 
turally diminish in its. value in proportion as the 
metals are rubbed away. 

If the coin be unequally worn, the money-unit 
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trili be variously realized^ or represented; that is to 
s^y, it will be of difieteiit values^ according to the 
Weight of the pieces^ 

iThe Consequence of this is the same as in the 
disorder of the proportion of the metals t debtors 
#rli choose to pay in the light pieces^ and the 
heavy will bie melted down. In proportion, there- 
fore, to this disorfel^, Will the value of the unit 
gradually descend. This wjos the gireat diisorder in 
England in 1695 ; while the standard of the pound 
sterling was affixed to the silver only, the gold being 
left to seek its own ValuC^ * 

Siiice the iiivention of the mOney wheel, the in- 
accuracy in the fabrication is greatly prevented^ 
Bbrmeriy, when money was coined with the ham-* 
mer, the mint-masters Weighed the coin delivered 
by the workmen, in cumulo, by the pound tr<>y 
weight, without attending very^ exactly to die pniy 
])ortion of the pieces. At present exactness is. 
more necessary^ and every piece must be weighed 
by itsielf. 

It is of yery great consequence that the weight 
and denominations of coin be in exact proportion 
to that of their • cun'Cnt value, which is always re- 
lative to the moneyiunit of uccotmtk When any 
inequality happens there, it is easy to perceive how 
all the pieces which are above the proportion of 
their just weighty will be immediately picked up> 
and melted down, and none but the light ones will 
remain in circulation* 
P 
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lliis^ from the priacipies already laid 4oWil^ 
must pro];KHtioa,ally diminish the value, pi th^e^ 
money-unit. 

From what has been observed concerniqg the 
d^viationa in the cjoin from the proportipn m the 
market pri£^ cif the metsds, a^d from the l^al 
vmglit, W0 may. lay dowu thi$ ii.44<)uhted prJjxciple^ 
Thai the. value fif the moneyrunit of account is not to 
he sought Jor in the statutes and regulations of; the 
Tninif but in the actual intrinsic value qfthat cur^ 
rencff inwkich all oMigatiom are acquitted^ oMtL aU 
accompts ^are kept. 

As I have at present principally in view to lay 
down certain principles with regard to^2»;Oney^ 
which I intend afterwards to apply to the state^of 
l3ie Bri^sh coin; and ad these princip^i^ afe here 
restrained to the effect whicih every v-ariation i^ 
thb ccoii. has upon the valu^e of the uiut pf jpiooey ii^ 
account^ I. shall in this, placj^ observe oi;4yi ^,tQ 
tlie impositioii of coinage. 

That coin being necessary in every country whe|n| 
the money-unit is attadb/^d.tp the m^^tals^ it qipist 
be procured by those who are obliged to ap<|ij|^^ 
their obligatH)ns in material money. . 

If, therefore^ the state shall . oblige .ev^ry one 
who carries the metals to the mjnl: to psiy the coin^ 
age, the coin thefy seceive jomst he valued not qnly 
at the price die metals bear in the market, whea 
they are sold as bullion, (lor msr^i.m^^l^ of. no 
farther value than as a physical mibfltwap^X bjjut ali^o ^ 
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af the a^UStiomd "tlell^'ib^i^ /m6tttls teceive ki being 
rehtfftretf ■ Asefol for {mtcfilt^g commodities, and 
accjnitting obligations, Thi$ additional Taloe is the 
price of coidage. 

If, therefore, in a ciMintt^ where coinage is free, 
as' in EnglatiiS, thib coin^^ge s^U come to be im- 
posed, the mohey-nnit contitamng to be affixed as^ 
l^fbre 'fo j(h0 saine qnalntity of the metals, ought 
fO'risif ib its t^vie; that is, ought to become eqaal 
to a- greatleif qtiantiiy of every swt of nleYchandize^ 
flian befcre; comp^^iitly, fts the rongli metals of 
whicfr the cclin is -inafde are ikierichandize, like every 
Cflier thing, the same number of money-nnits? 
realized, or represented in the <*qin, onght to pttr- 
<5httse tnifti^B bf Ihe r^oghinetals than befoiie: that 
is to say. That in everj/ courif¥^ iithere (kfinag€ is 
fhfipdiedy huUkmt mu&t ii? cheaplBr than coin. 

This proposition would be liable to no'ejtce{ftfo% 
^re it trne^hat no dcSbt ^oHldbe exacted but in the 
nation's coin ; -because In fhisf cftse^, the creditor 
Would be constantly obliged to receive it at it«! full ; 
value. 

But when nations owe to one another, the party 
debtor must pay tlie painty cre*}Jtofiii;A<jr dom : the^ 
. ilebtor, therefore^ is obliged to s6ll his own coin 
for what he caii gfetfor it, alidwith^tbis }ib musft 
buy of fhfe coin of hi* eiiedltor*s country,^ la^* order 
fo pay hSin wJth it. . '• i.. ; . . 

J^t us, to avoid abstract reasoning, takeaivekj- 
ftmple : and' we cannot chotWe'jl better tfcan* thfet of 
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England and France. In England^ coinage is free^ 
in France it costs 8^ per cent, as shall be made out 
in its proper place. 

France owes England ^1000 sterling. In paying 
in the market of London the bullion contained in 
this sum^ either in gold or silver^ the debt is paid; 
because the coining of it costs nothing. Here 
France accjuits her debt cheaper than by sending 
her own coin as bullion; because the bullion she 
sends is not worth an equal weight of her coin. 

England owes France 20,000 livres. In paying 
the bullion contained in this sum^ England is not 
quit'; she must also pay France Sw per cent, in or- 
der to put it into coin. 

The operation of raising and debasing the coin is 
performed in three ways. 

First, By augmenting or diminishing the weight 
of the coin. 

Secondly^ By augmenting or diminishing the 
proportion of alloy in the coin. 

Thirdly, By augmenting or diminishing the pro^ 
portion between the money (coin) and the money 
of account, as if every sixpence were called a shil- 
ling, and every twenty sixpences a pound sterling. 

The French call this increasing or diminishing 
the numerary value; and as I think it is a better 
term than that of raising or sinking the denomina- 
tion, I shall take the liberty now and then to em- 
ploy it. 

These three operations may be reduced to on^^ 
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ande^qiressed by one term: they all imply the aiig« 
(Denting or diminishing of the weight of the pure 
metals in the money-nmt of account. 



CHAPTER VI. 

How the variations in the intrinsic value of the unit 

(ff Money must affect all the domestic 

Interest of a Nation. 

W £ have briefly pointed out the effects of the 
imperfections of the metals in producing a variation 
in the vulue of the unit of account^ we must now 
point out the consequences of this variation. 

If the changing the content of the bushel hj 
which grain is measured^ would affect the interest 
of those who are obliged to pay, or who are entitled 
to receive a certam number of bushels of grain for 
the rent of lands; in the same manner must every 
variation in the value of the unit of account aflect 
all persons who, in permanent contracts, are 
obliged to make payments, or who are entitled to 
receive sums of money stipulated in multiples or in 
firiMstions of this money-unit> 
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Every vkriation, tlierefbre, hpoii the ihtrltisf^' 
taltie of tKe monery-ttnit; has the t^d of benefit- 
ing the class of cr'^dltoTS/ at tlie ex^pence* of debt- 
ors, or vice verm^ 

This consequence is deduced from an obvious 
principle. Money is more or less valuable in pro- 
portion as it can purchase more or less of every 
kind of merchandize. Now, without entering 
anew into the catlses of the rise' arid fall of prices, it 
is agreed upon all hands, I suppose, that whether 
an augmentation of the general mass of mopey in 
circulation has the effect of raising prices in gene-^ 
ral, or riot, any 'dugttientatiori df the quaritity of 
the metals appoihted to be put in^to the money-unit, 
must at least augment the value of that riioney-unit, 
and make it purchase more of any commodity thafl 
befotB;' that is to say, if IIS grairis'of fene gold, 
tibe ptfesfeift wteigfet of k^btind st^rtittg^iin gold, cin 
Mf 1 1^ jpOt/nds of ffouf ; were th6 podtttf sterling 
raised to 114 gr^irii^ of the same metil, it would 
triy' 114 pounds' of fl'orir; coriseqtrtritly, ti^ere the 
j>durid"' sterlings' atigftierited' %f one grairi of gdldji 
every' riiiller who pS.ld a ferit of teri p6riridi$ a-yeUr 
tiroiftd be obliged to sell 1145 ^Orinds of hisfl6iif, 
ki btdet to procure I'O potfndii to pay his rrint, ih-? 
Mead of li3p pounds' of flottr which hesoldfor^ 
meriy to jirbCurfe the sanke stm; cfon^et|ttenily by 
this innovation, the miller' must los^ yearly feft 
^oun^ of tfoui"^ which his khtlbrd* consequently 
must gain. From this examplfe I tSiittk It is plain. 
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that every augmentation of the metals put into the 
pound sterlings either of silver or gold, must imply 
an advantage to the whole class of creditors, who 
by contract are paid in potjnda sterling, and conse- 
quently, must he a proportional loss to all debtors 
Sn such contracts, who must pay by the same deno- 
mination. . • . • . 

We may theiefpre safely qond^de, that every 
diminution of the metals contfi^ined in the money- 
unit, must imply a loss to all creditors; and that in 
proportion to this loss, those ^ho are debtors must 

That p;PL the contrary, whatever augme^itatioii is 
made cif the. money-unit, such augmentation must 
by hurtful to debtors, and proportionally advanta- 
geous to creditors. 

In order to render. this inquiry more useful^ I 
shall now apply the principles I have laid down, to 
the present state of the British coin, and to the x^ 
solution of every question which shall occur during 
the es^ininatipQ of th^ disorder into which it has 
faUen. 
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CHAPTER VIL 

Of the Disardet in the British Coin, so Jar as li 

occasions the melting down, or estporting 

of the Specie, 



T. 



HE defects in tlie Britisli coin are thi'^e: 

First, The proportion between the gold and 
silver in it is fonnd to be as 1 to 15A^ Whereas th^ 
market price, (17^9) niay be supposed to benear-^ 
ly as 1 to 144. 

Secondly, Great part of the current money is 
worn and light. 

Thirdly, From the second defect proceeds th^ 
third,, to wit, that there are several currencies in 
circulation which pass for the same value, without 
being of the same weight. 

Fourthly, From all these defects results the last 
and greatest inconvenience, to wit, that some m* 
novation must be made, in order to set matters on a 
right footing. 

The English, besides the unit of their money^ 
which they call the pound sterling, have also the 
unit of their weight for weighing the precious me- 
tals. 
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This is called the pound tro^p^ and ^nsists^ of 19^ 
buiices^ every ouace of 30 penny- wieiglits, and eveij 
penny- weight of S4 grains. The pound tpoy, ther4-( 
liM-e, €Qiii$ists of 240 pcmpy-weights, and SJ^fO 
grains. 

The fineness of the sHver is Mekoned by the nmiH' 
her of ounces and penny-weights of the pure Petals 
iik the potuid troy of the composed maAs ; or in other* 
words, the pound troy, which contains 5760 grains 
of stradard silver, contains 53^8 gtains of fine silvery 
and 432 grains of copper, called^ alloy. 

Thus the standard silver is 1 1 ounces 2 penisyw 
weights of fine silver in the poundtroy, to 18' penny- 
weights copper, or 111 parts fine silver to niMrparfts^ 
alloy. 

Standard gold is 1 1 otmces fine to one ounce sil^ 
ver or copper employed for alloy, whicb togethei^ 
make the. pound troy; consequently) tke po«nd 
troy of standard gold, contains 5^280 grains fitiie> 
and 480 grains alloy, which: alloy is reckoned of 
no value* 

This pound of standard silver i& ordered, hy ^ts^ 
tute 43^ Elizabeth, to be coined into 62 shillings, SO 
«f which make die pound stei^ling; consequently 
the 20 daklmg^ contain: IflS^T grd(Mb« offing silv^^ 
and 1 858.0& standard siWer. 

The pound troy of standard gdld, ri 6ikt^ lis om 

dcned by an aot of . King Charles 1^ Second t^ be 

eutinto 44i gnhiaas; tfaait is to say, dv«ry gmn#Gl 

Goiittaiiis 199*43 p8iuftotMibAat4 gd}d> aU^t 18.^4 

G 
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of fine gold; and the pound sterling, M^hich is tt of 
the guinea, contains 1 1 2.994 which M^e may state at 
113 grains of fine gold, as has been said. 

The coinage in England is entirely defrayed at 
the expence of the state. The mint price for the 
metals is the very same with the price of the coin. 
Whoever carries to the mint an ounce of standard 
silver, receives for it in silver coin 5^. 2d. or 62rf. 
Whoever carries an ounce of standard gold receives 
in gold coin £3 : 17 : lOl; the one and the other 
making exactly aii ounce of the same fineness with 
the bullion. Coin, therefore, can have no value in 
the market above bullion; consequently, no loss can 
be incurred by those who melt it down. 

When the guinea was first struck, government 
(not inclining to fix the pound sterling to the gold 
coin of the njEition) rated the guinea at 20 shillings, 
(which was then below its proportion to the silver), 
leaving it to seek its own price above this value, 
according to tjie course of the market. 

By this regulation no harm was done to the Eng- 
lish silver standard; because the guinea, iMr 1 18.644 
grains fine gold being worth moire, at thaf • time, 
than 20 shiUipgs, or l^\S.^ grains fine silver, no 
debtor would pay with gold at its standard value, 
and whatever it was received for above that price 
was purely conventional. 

i Accordingly guineas sought their own price un-- 
t£l Ihe year 17^8, that they weve;4a:ed a-new, not 
l)$k>w:tl\9ii: v»lue as. alfis^t, bnt at what was tkeo 
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reckoned theii? e^act value, according to the pro- 
poition of the metals, to wit, at 21 shillings; and 
at this they were ordered to pass current in all pay- 
ments. « * 
This operation had the effect of making the gold 
a standard as well as the silver. - Debtors then paid 
indiflferently in gold as well as in silver, because 
both were supposed to be of the same intrinsic as 
well as current value; in which case no inconve- 
nience could follow upon this regulation. But in 
time, silver came to be more demanded; the mak- 
ing of plate began to prevail more than formerl]^, 
and the exportation of silver to the East Indies in- 
creasing yearly, made the demand for it greater; 
or perlS^s broug^ its quantity t6 be proportionally 
less 4liaA before. This changed the proportion of 
the metals, and by slow degrees they have come 
from tiiat of 1 to 16.2 (the proportion they were 
supposed to have when the guineas vrere fixed and 
made a lawful money at 21 shillings) to that of 14.5 
the present supposed proportion in 17^9. 

Th'e^cdnsequence-of this has been, that the same 
guin^ \fhich at^^the proportion of 15,2 was worth 
1804.6 grains fine silver, at the time it was fixed 
at 21 shillings, is ngw worth no more than 1 71 9-9 
grains of fine silver, according to the proportion of 
14,tol. 

Consequently, debtors, who have always the 
option of the legal species in paying their debts, 
will no more pay pounds sterling in silver, but in 
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gpld; 4uid ^ the gold pomiidfi '^ley piky in^ &re u^ 
iiatriiisically worth the silyer poinds 'th^y pfud ia 
forioerly^ aceordmg ]to the atatate of £]jbab€^ 
it follows that the pound sterling in silver is vefdlf 
iXQ more the standard^ sioee nobody will pay at 
Itiat rate^ afid si^ce nobody can be compelled to 
do it. 

Besides this want of pro^nion betweea the me-, 
tals^. the silver Goine4 before ithe reign of <ji«ovge I^ 
i;s now beconfie light by qarc^lation^ and the g^i-. 
i^oas coined by all the princes since Cbfirles Il.pasd 
by t^Ie, thongb snany of them ar^e considerably di*- 
lain^shed in their wejght^. 

Let us now examine what ^ofit tjbe wantof pro^ 
portion, saxd the ^(FaAtof wiei^it in the eotnfan. 
a^ord to the moaey*jobber^, |n mel:^^ kt down or 
cisjK^rti^giifc. 

I^d every b^y eousider cwM merely as tiie wear 
sure foi* Teckomng value, without attending to its 
value a^ a mietal, the deviatians of gold and siiprer 



• These defects in tlic coin of Great Britain, occasioned at last 
80 great inc«nvenienci«s in circulation, that in 1 773 governmettt 
was obliged to attempt some iiedrcss by PartiameBt. Aecordmgly 
an act w»» passed, ^smjameriiig ey^ry per999j 9ad ^ortiisQlftily nt* 
quiring the tellers of the exchequer, their deputies and dories, tf 
weigh all gold money tendered to them ; a^id to cpt^ break, or de- 
face all pieces thereof, which by the weight, pr otherwise, shall 
appear to be counterfeit, or diminished otherwise than by reason* 
able wearing* 
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cdtfi j&tem f&ef&ct exaetness either as to pt^poitioA 
or weighty iMroold oceacion little inooinseiiieaee. 

<aireat DQii^i^ indeed, in nvery modem society, 
cMttider coin in no 4>tber iig'%^, tlian tbait of money 
of AGCotnt, and bave great diiSculty to comprehend 
what difference any one can find betvreen a li^it 
shifiing &nd a heayy one; or what inconvenience 
there can possibly result from a gninea's beino^ isbme 
grains of fine gold too light to be worth 21 shillings 
standard weight. And did «very one think in liie 
same way, there wonld be no occasion for coin 
made of tjie precions metals; leather, copper; iron, 
or paper, would keep the redkoning as well as goW 
and silver. * . 

B«t alfhclBgh there be many wbo look no 
farther than at the stamp on the coin, thfei'e fire 
osiers <M4iose sole business it is to ex€»nine its in- 
tlimic worth m a commodity, and to profit j^f 
every iiregula^ty in the weight and propoastion 
of <^ iaetiCls. 

By the v«ry institution of coinage, it is implied, 
that €v^ piece of tlie same metal, and same ^- 
nomination with regard to the incmey-unit, shall 
pass current for #he «ame value. 

It is. therefore ^be employment of those money- 
jobbers, as I sballttall them, to examine with a scrur- 
fnAM)vt» exactnes^j the ppedse weight of every piece 
of coin which comes into their hands. 

The fe«t object of their attention, is, the price of 
llie mefeafeiB «he m vket. A jobber finds at present. 
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0760) that with M.5 pounds of fine silver bullion,- 
he can buy one pound of fine gold bullion. 

He therefore buys up with gold coin, all the new 
silver as fast as it is coined, which he can get at the 
rateof 16f pounds for one in gold; these 15t pounds 
of silver coin he melts down into bullion, and con- 
verts it back into gold bullion, giving at the rate 
only of I4i pounds for one. 

By this operation he remains with the value 
of -^ of one pound weight of silver bullion clear 
profit upon the I5f pounds he bought; which 1^ is 
really lost by the man who inadvertently coined 
silver at the mint, and gave it to the money jobber 
for his gold. Thus the state loses the expeuce 
of the coinage, and the public the convenience of 
change for their guineas. 

But here it may be asked, why should the mo* 
ney jobber melt down the silver coin ; can he not- 
buy gold with it as well without melting it down^ 
I answer he cannot; because when it is in coin, 
he cannot avail himself of its being new ,and 
weighty. Coin goes by tale, not by weight; there- 
forei were he to come to market with his new sil- 
ver coin, gold bullion being sold at the mint price 
I shall suppose, viz. at jCs : 17 '• lOl sterling money 
per ounce, he would be obliged to pay the price of 
what he bought with heavy money, which he can 
equally do with light. 

He therefore melts down the new silver coin, and 
sells it for bullion, at so many pence a^. ounce, the 
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price bt which bullion is, in the English market, 
always above the price of silver $it the mint, for the 
reasons now to be given. 

When you sell standard silver bullion at the mint, 
you are paid in weighty money; that is, you re- . 
ceive for your bullion the very same weight in'' 
standard coin; the coinage costs nothing; but 
when you sell bullion in the market, you are paid in ' 
worn-out silver, in gold, in bank notes, in short, 
in every species of lawful current money. Now all 
, these payments have some -defcct: the silver you are 
paid with is worn and light; the gold you are paid 
with is ov«r-rated, and perhaps also light; and 
the bank notes must have the same value with the 
specie with which the bank pays them; that is with 
light silver or over*-rated gold. t 

It is for these reasons, that silver bullion, which 

is bought by the mint at &s, 2d. per ounce of heavy 

silver money, may be bought at market at 65 pence 

the ounce in light silver, over-rated gold, or bank 

- notes, which is the same thing. ^ 

When the unit is once affixed to certain determi^ 
nate quantities of both metals, if one of the metals - 
should afterwards rise in value in the market, the 
coin made of that metal will lose a part, and will be 
more valuable as metal than as coin. Consequently 
it will be melted; down, and the bullion will be sold 
for a price as much exceeding the mint price, as the 
metal has risen in its value/ 

If, therefore, in England the price of silver bul- 
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lion in the maifket be found to b« 65 peivee the - * 
omtc^y wtiile at tfee raiiit it is rated at62; tWfe 
proves that silver has risen above the proportion 
observed in the coin^. and thai; all silver coinr of 
standard weight may coaseqiiently be melted dowft 
\ntli a profit of ttt 

There ai«e several other circnmstances to be afc* 
tended to^ vfhich regulate and infltkence the pride 
of bullion, we shall here pass them in review the 
better to discover the nature of thifr disorder in the 
English coin, and the advantaged which mone^r 
j^^bers may draw from it. 

The price of bullion, like that of every otlter 
merchandize^ is ascertained by the vftlae of the ' 
money it is paid with. 

If silver bullion, therefore, sell inr£n|^aaid for 66 
pdnce an ounce, paid bx silver eoin, it cftust sell i>r 
6b shillings the pound troy; that is to say, the shil^ 
Ih^ it is oomxaonly paid with, do not singly eio^edd 
the weight of rr of a ponnd troy: for if the fe* shiK 
lings with which the pound of bullion i^ paid weigb« 
ed mrtire' than a pound troy, it Would be a shiofter 
a^d better way for him who wairts bullio% t^^melt 
dotvn the shillings aiabdF make lise of the mfitffili than- 
to go to market with them inr order to *get te8S« , 

We may, therefore, be very certaiAy that no 

uMa will buy sQver buUion at 6& pence an oQiijee)/ 

widft any shUliag whieh weighs above tV of a; pouttd* 

troy. 

:We* bove^neu^oa thje supposi^A thsit';die 0r- 
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dinai*y price of ballion in the English market is 65 
fence per ounce. This has been done upon the 
jmthority of some late writers on this subject: it is 
now proper to point out the causes which may 
make it deviate from this value. 

First, It may vary, and certainly will vary in the 
price, according as the currency is better or worse. 
When the expences of a war, or a wrong balance- 
of trade, have carried off a great many heavy gui- 
neas, it is natural that bullion should rise; because 
then' it, will be paid for more commonly in light 
gold and silver; that is to say, with pounds ster- 
ling, below the value of 113 grains fine gold, the 
worth of the pound sterling in new guineas. 

Secondly, This wrong balance of trade, or a de- 
mand for bullion abroad, becoming very great, may 
occasion a scarcity of the metals in the market, as 
well as a scarcity of the coin; consequently, an 
advanced price must be given for it in proportion 
to the greatness and height of the demand* In this 
case, both the specie and the bullion must be bought 
with paper. But I must observe, that the rise in 
the pi'ice of bullion proceeds fiom the demand 
for the metals, and the competition between mer- 
chants'to procure them, and not because the pa- 
per given as the price is* at all of inferior value to 
the specie* The least discredit of this kind would 
not tend to diminish the' value of the paper; it 
would annihilate it at once. Therefore, since the 
fiietals must be had, and the paper cann'ot supply 
H 
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the want of them when tbfey are to bo eicp^rt04i 
the price rises in proportion to the diffieultiQ& in 
finding metals elsewhere than .in th« £qgU^h 
market. 

Thirdly, A sudden call for hulUon, fpr the mak- 
ing qf plate. A goldsmith can well afbrd to give 
6f pence far an ounce of isilver, that is to say, he can 
a&>rd to give one pound of gold for 14 pounds of 
silver, and perhaps for l?6s, notwithstanding what 
he gives bi^ mQxe than the ordinary proportion be-, 
tween the metals, because he indemnifies himself 
amply by the prio^ of his workmanship: just as a 
tavern-keeper will pay "any price for a fine fish, bev 
cause, like the g^ldsmith^ h^ buys for ptheip 
people. 

Fourthly, The mint price has ai^ gr^at an effect in 
bringing down the price of bullion, as e^chang^ 
has in raising it. In countries where th^ metals in 
the coin are justly proportioned, where all the cur- 
reneifis ar^ of legal weight, and where coinage is 
imposed, the operations of trade make the price of 
bullion constantly to fluctuate between ..the value 
of the coin and the mint price of the metals. This 
shall afterwards be sufficiently explained, in th^ se-r 
cond part. 

Now let us suppose that the current price of sil^ 
ver bullion in the market is €5 pence the . ounce^ 
paid in lawful money, no matter of what weight, 
or of what metal. Upon this the money-jobber 
falls to work. All shillings which aiis abqve ^ of 
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)l {)6Hnd tr6y^ he tkifows into his melting pot^ und 
isells them as bullion^ for Qbd.per ounce; all those- 
which are below this weight he carries to market^ 
and bttys bullion with thefti^ at 6s pence p^ 
ounce* 

What is the consequence of this^ 

That those who sell the bullion, finding the shi^ 
lings which the money-jobber pays with perhaps 
not above ^ of a pound troy, they on their side 
raise' the price of their bullion to 66 pence the 
ounce. 

This makes new work for the moiiey-jobberj 
for he niust always gain. He now t^eighs all shil-^ 
lings as they come to hand; and as formerly he 
threvr into his melting-pot those which wei'e 
Worth more than ^V of a pound troy, he now throws 
in all that ai^e in value above ^, He then sells th* 
taelted shillings at 66 pence the ounce, and buyi 
btillion with the light ones at the same price. 

This is the consequence of evef permitting any 
iftpeeies^of coin to pass by the authority of the 
6tamp, without controlling it at the sam^ time by 
the weight: and this is the manner in whieh money- 
jobbers gain by the currency of light money. 

Whenever shillings come below the weight 6f /r 
of a pound troy, then there Is the same advan- 
tage in changing them for new guineas: and when 
this is the case, the new guineas will be melted 
down, and profit #ill be fo^ud in selling theifh for 
bullioB, upoB the principles Ire have now ex- 
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It would be very tedious to enumerate all the 
fraudulent' operations which are occasioned by this 
defect of proportion between the metals in the coini 
and by the unequal weight of coins carrying the 
same denomination. 

We have already given a specimen of the domes-- 
tic operations of the money-jobbers ; but these are 
not the most prejudicial to national concerns. The 
jobbers may be supposed to be Englishman; and 
in this case the profit they make remains at home: 
but whenever there* is a call for bullion to pay the 
balance of trade, it is evident that this will be paid 
in silver coin, never in gold, if heavy silver can be 
got; and this again carries away the silver coin, 
and renders it at home so rare, that great incon- 
veniences are found for want of the lesser denomi- 
nations of it. The loss, however, here is confined 
to an inconvenience; because the balance of trade 
being a debt which must be paid, I don't consider 
the exportation of the silver for this purpose as any 
consequence of the disorder of the coin. But be- 
^ sides this exportation which is necessary, there are 
others which are arbitrary, . and which are , made 
merely with a view to profiit of the Mrrong . pro- 
portion. . 

When the money-jobbers find difficulties in car- 
rying on, in the English market, the traffic we have 
described, because of the competition among them- 
selves, they carry the silver coin out of the coun- 
try, and sell it abroad for gold, upon the same 
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principles that the East India company send ^Iver 
ta China, in ordei* to purchase gold. 

This disorder, therefore, is an effectual stop to 
any more coinjage of silver for circulation. 



CHAPTER VIII. , 

Of the disorder in the British CoiuySofar as it affects 

the Value of the Pound Sterling 

Currency. 

Jl ROM what has been said> it is evident/ that 
there must be found in England two legal pounds 
sterling, of different values; the one worth 113 
grains of fine gold, the other worth 1718.7 grains 
of fine silver. I call them difierent; because these 
two portions of the precious metals are of different 
values all over Europe. 

But besides these two different pounds sterling, 
which the change in the proportion of the metals 
have created^ the other defects of the circulating 
coin produce similar effects. The guineas coined 
by all the princes since Charles II. have been 
pf the same standard weight and fineness, 44« in 
a pound troy of standard gold H fine; these have 
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been constiintly wescting ever »ince th^y hate b^ett 
coined; and in proportion to their wearifig they art 
of less Talne. 

If, therefore, the new guineas be bel^nr the Taln^ 
of a pound sterling in silver, standard weight, the 
old must be of less value stilL Hei*e then is 
another currency, that is, another pound sterling; 
or indeed, more properly speaking, there are as 
many difierent pounds sterling as there are guineas 
of different weights. This is not all; the money-' 
jobbers have earned off all the weighty silver; that 
which is worn with use, knd reduced even beloW 
the standard of gold, forms one currency mote, and 
totally destroys all determinate proportion, between 
the money-unit and the currencies which are sup-» 
posed to represent it* 

It may be asked, how, at this rate, any silver at 
all has remained in England? I answer, that the 
few weighty shillings which still remain ift eireula^ 
tion, have marvelously escaped the hands of Ihe 
motiey-jobbers ;^ and as for the rest, the rublying 
tod wearing of these pieces has done what the state 
might have done; that js to say, it has recced ^fbem 
to their due proportion with the lightest gbld. 

The disorder, therefore, of the English coin, has 
remfered the standard of a pound sterling qtdtfe tin-* 
certain-. To say thut it is 1718^7 grains of -fitieJ 
silver, i^ quite ideal. Who ate paid in such pounds ? 
To say that it is 1 13 gtains of pure cold, ijiay alsd 
not be true; because there are many currencies 
wotse than the new guineas. 
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Wfcat then i$ tlie consequence of all this dUorder ? 
WHat eflfect lias it ^pop tbie ciirr^nt value pf ^. 
poQnd eteriing? And wjiiqli way can th^ valine of 
tfai9 be d^termii^d? 

The operp.tiQn» of trade bring value to an equa- 
tion, notfvithat^nding the gre8l;est irregularitien pos* 
sible, a^d 30 in fai^t a pound literling ha« acquired 
a determinate valfie over all the wjorld by the means 
of fpreiga ^it^bang^. This is a kind of ideal 6Q^le 
for measuring the British coin> although it has apt 
all the properties of that described above. 

Sxchang^ qonf ider^ the pound /staling an a value 
determined according to the combination of the 
values of all the different currencies, in proportion 
as paymenti ar^ made in th^ one or the other; and 
as debtcNTp generally take c£u*e to pay in thp wor/st 
species they Can, it consequently follows^ t]bat thp 
value of the pound sterling should fall to that of 
the lowest currency* 

Were there a sufiicrieat quantity of worn gold and 
silver to wquit all bills of exchange, the pound ster^ 
ling wauld come down to the value of them; but if 
the new gold be also necessary for this puiybse, th# 
value of it must he proportionally greater. 

All these combinations am liquidated and com- 
pensated with one another^ by the o})erations of 
trade and exchange; and the pound sterling/ Whicjii 
is so diftr^nt in itself^ becomes thereby^ in the eyes of 
commerce^ a det^minate unit, subject however to var 
riations, from which it never can be exempted. 
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Here is then the proof of what was said in the 
end of the first chapter, that the wearing of one 
shilling had the effect of contributing towards the 
diminution of the value of the pound sterling every 
where ; a proposition which, at first sight, has the 
air of a paradox, though, when it is understood, 
nothing is more consistent with the ruling princir 
pies of commerce. 

Exchange, therefore, is one of the best measures 
for valuing a pound sterling, present currency. Hero 
occurs a question. 

Does the great quantity of paper money in Eng- 
land tend to diminish the value of the pound ster^ 
ling? 

I answer in the negative. Paper money is just 
as good as gold or silver money, and no better. 
The variation of- the standard, we have already 
said, and I think proved, must influence the inte* 
rests of debtors and creditors proportionally every 
where. From this it follows, that all augmentation 
of the value of the money*unit in the specie must 
hurt the debtors in the paper money; and all dimi^ 
nutions on the other hand must hurt the creditors 
in the paper money, as well as every where else. 
The payments, therefore, made in paper money, 
nev^ can contribute to the regulation of the stand- 
ard of the pound sterling; it is the specie received 
in liquidation of that paper money which alone can 
contribute to mark the value of the British unit^ 
because it is affixed to nothing else* 



Digitized by VjOOQIC 



PRINCrPtUS OT ItfONEY. tj 

From this we may draw a principle. That in 
countries where the money-unit is entirely affixed to 
the coin^ the actual value of it is not according to the 
legal standard.of that coin, but according to the mean 
proportion of the actual worth of those currencies 
in which debts are paid. 

From this we see the reason why the exchange 
between England arid, all the trading towns iii Eu- 
rope has long appeared so unfavourable. People 
calculate the real par, upon the supposition that a 
pound sterling is worth 1718.7 grains troy of fine 
silver, when in fact the cun'ency is not perhaps 
worth 163 8, the value of a new guinea in silver, 
at the market proportion of Pto 14.5; that is to 
say, the currency is but 95.3 per €ent. of the silver 
standard of the 43d of Elizabeth. No wonder then 
if the exchange bethought unfavourable! 

From the principle we have just laid down, we 
may gather a confirmation of what we advanced 
concerning the cause of the advanced price of bul- 
lion in the English market. 

When people buy bullion with cuiTent money at 
a determinate price, this operation, in conjunction 
with the course of exchange, ought naturally to 
mark the actual value of the pound sterling with 
great exactness. 

If therefore the price of standard bullion in the 

English market, when no demand is found for the 

exportation of the metals, that is to say, when upon 

change paper is found for paper, and when mer- 

1 . 
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chafits, versed in these matters, jud^ exchange 
(that is remittances) to be at par ; if then^ I s^y, 
silver bullion cannot bethought at a lower price than 
€5 pence the ounce, it is evident that this bullion 
might be bought with 65 pence in shillings, of 
which 65 might be coined out of the pound troy 
English standard silver; since 65 pence per ounce 
implies 65 shillings for the 12 ounces or pound 
troy. 

This plainly shews how standard silver bullion 
should sell for 65 pence the o^nce, in a country 
. where the ounce of standard silver in the coin is 
worth no more than 62; and were the market price 
of bullion to stand uniformly at 65 per ounce, that 
would shew the value of the pound sterling to 
be tolerably fixed. All the heavy silver coin is 
now carried off* ; because it was intrinsically worth 
more than the gold it passed for in currency. The 
silver therefore which remains is worn down to th? 
market proportion of the metals, as has been said, 
that is to say, 20 shillings in silver currency are 
worth 113 grains of fine gold, at the proportion of 
1 to 14.4 between gold and silver- Now, 
as 1 is to 14-3^ so is 113 to l638; 
so the 20 shillings current weigh bi^t l638 grains 
fine silver, instead of 17 18-7, which they ought to 
4o according to the standard. 



^ This was written during last war. 
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Now let tts speak of standard silver, since we are 
examining how far the £nglish coin must be w6ril 
by use. 

The pound troy contains bjSo gi*ains. This, 
according to the standard^ is coined into 62 shil-« 
lings; consequently, every shilling ought to weigh 
92.9 grains. Of such shillings it is impossible that 
ever standard bullion should sell at above 62 pence 
per ounce, supposing the exportation of them to be 
free. If therefore such bullion sell for 65 pence,. . 
the shillings with which it i^ bought must weigh 
no more than 88.64 grains standard silver; that is^ 
they must have lost 4.29 grains and are reduced 
to 7 r of a pound troy. 

But it is not necessary that bullion be bought 
with shillings; no stipulation of price is ever made 
farther, than &t so many pence sterling ^i?r ounce* 
Does not this virtually determine the value of sudl 
currency with regard to all the currencies in Eu- 
rope? Did 8t Spaniard, a Frenchman, or a Dutch- 
man, know the exact quantity of silver bullion 
which can be bought in the London market for a 
pound sterling, wonld he inform himself any farther 
as to the intrinsic valuie of that money^unit; would 
he not usHieystand the vitkie of it far better from 
t^Mtt circomstance than by the cottrse of any ex- 
change, since exchange does not mark the intrinsic 
>rakie of any partieular motiuey, but merely the value 
of that money wOben trstn&ported from one jilaGcTto 
anotbcK. 
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The price of bullion, Ihertfore, when it is not 
influenced by extraordinary demand, (such as for 
the payment of a balance of trade, or for making 
an extraordinary provision of plate) but when it 
stands at what every body knows to be meant by 
the common market price, is a very tolerable mea- 
sure of the value of the actual money-standard in 
any country. 

If it be therefore true, that a pound sterling 
cannot purchase above l638 grains of fine silver 
bullion, it will require not a little logic to prove 
that it is really, or has been for these many years, 
worth any more; notwithstanding the standard 
weight of it in England is regulated by the laws, of 
the kingdom at 17I8.7 grains of fine silver. 

If to this valuation of the pound sterling drawn 
from the price of bullion, we add the other drawn 
from the course of exchange; and if by this we 
find, that when paper is found for paper upon the 
exchange of London, a pound sterling cannot pur- 
chase above 1 63 8' grains of fine silver in any coun- 
try in Europe, upon these two authorities, I think, 
we may very' safely conclude (as to the matter of ' 
fact at least) that the pound sterling is not worth 
more, either in London or in any other trading city; 
and if this be the case, it is just worth 20 shillings 
. of 66 to the pound troy. 

If therefore the mint were to coin shillings at 
this, rate, and pay for silver bullion at the market 
price, that is, at the rate of 65 pence per ounce m 



Digitized by 



Google 



FRINCIPLES OF AlONEY. 6l 

those new coined shillings, they would be in pro- 
portion to the gold; silver would be carried to the 
mint equally with gold, and would be as little sub- 
ject to be exported or melted down. 



CHAPTER IX. 

Historical Account of the J'^ariatwns of the 
British Coin. 



Tj 



HE whole purport of this part of my inquiry 
is, to examine and investigate the principles re- 
lating to money; to range. them in order, and to 
render them easily applicable to any combination 
of circumstances which may occur. 

The present disorder has proceeded from neglect 
on the part of government; a neglect however 
which admits of an apology, for reasons afterwards 
to be assigned. When an abuse creeps in by de- 
grees, no particular person can be charged with it: 
when it is to be corrected, some person or other 
must undertake the work; and few are found who 
incline to be volunteers in the sei-vice of the public, 
upon an occasion where the interest of the nation 
is not dear and evident. 
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The question to be determined, is, what the 
weight of the pound sterling now is, and what it 
ought to be. If it be made different from what it 
is at present, that operation must be conducted with 
justice and impartiality. If a new standard be 
pitched upon, the choice is quite arbitrary, as has 
been said; and were any weight to be preferred 
to another, the best of any, no doubt, would be the 
pound troy of standard silver. This was the pound 
sterling for many ages, and the most that can be said 
for Queen Elizabeth's act, is, that it is the last de- 
liberate adulteration by law of the English coin. 

The next question is, how to conduct this opera- 
tion so as to do justice to every man in the nation in 
contracts already entered into; how to do justice t# 
the creditors of Ghreat Britain; how to do justice 
to Great Britain with respectto ber creditors ; bow td 
do all this, I say, and at the same time to make ai^in^ 
novation upon the present state of the coin. 

Debasing the standard is odious in the opinion of 
every mortal; and it seems also to be the (pinion 
of many, that every regulation which fthall not 
carry the value of a pound sterling, to the value of 
the silver appointed to enter into it by tiie statute 
of Queen Elizabeth, is a Abasing of it from witat 
it is at present. . 

in oardea: to ca^ more fight u^^on the historieal 
part of the English coinage, I shall bere lay 
together some short observations wpsat tibe state 
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of this question from the refonnation to the pre^ 
sent time* \ 

Henry VIII. and Eidward VI, daring the violent 
convulsions of the refoiination, so sophisticated the 
fineness of the coin, and so curtailed the we%ht <rf 
it, that all proportion of value was lost. 

This run the whole nation into inextricable con* 
fusion, and forced the ministers of the young King 
Edward, in 1 M^, to restore the purity of the metals^ 
and to raise the weight of the coin in the pound 
sterling, from 220 grains troy of fine silver, to 
which it was then debased, to 1884. Mary re- 
duced it to 18^0 grains, at which it stood during her 
reign. From this Elizabeth raised it in the second 
y^ar of her reign to 1888 grains; and in the 43d 
she made the famous regulation, of the mint, by 
which it was debased to 1716.7, the present kgal 
silver standard. Daring the reign of James I. trade 
began to take root in England; and this pointed out 
the necessity of jMreserving invariable the standard 
of their money. The confusions occasioned by the 
forniier adulterations left a strong impression on the 
minds of the English nation in the succeeding 
reigns, a regulation which had been preserved with- 
out* alteration for many years acquired in time 
great authority, and the standard continued con-* 
stantly attached to the silver. Gold was occasion* 
aUy coined; but circulated under a cimventional 
value only, and was not made a legal money. The 
iiq^tereste of trade at last required a more extensive 
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circnlation, and Charles 11. when he first coined 
guineas, determined a value 'for their currency, in 
order to compass this end: but very well observing, 
that without fixing the gold at a price below its true 
proportion to the silver, there was no possibility of 
preventing it from becoming also a standard for the 
poand sterling, and thereby introducing a confusion, 
the guinea was valued no higher than 20 shillings, 
and allowed to fisnd its own value above that price.. 

The guinea accordingly fluctuated in its value; 
sonietinies at 22 shillings, which mai^ks the pro- 
portion of the m^etals at 1 to 16.84, sometimes at 
21,5. 6rf. which marks the proportion as 1 to 16^6, 
at last at 21 shillings, which marks the proportion 
as 1 to 15.2, and now it is worth no more that^ 
its original statute value, to wit, 20 shillitigs, which 
marks the proportion as 1 to 14.5. These conver- 
sions are formed upon the supposition^ that during 
all the variations the shillings were of the statute 
weight,, and that the guinea circulated according 
to^ the market proportion of the metds ; two circum- 
stances which are by no means to be depended on. 

About the time of the revolution, silver money 
had begun to be coined with the wheel, or fly- 
press (which prevented the frauds to which coin 
was formerly exposed from clipping and washing), 
and then the custom of weighing the current money 
went into disuse. But as at that time there were 
still great quantities of the hammered money re- 
maining, the clippers profited of the inattention of 



\ 
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the public, and fell to work with the hammered 
money. The consequence of this was, that those 
who were obliged to pay, paid in clipped money; 
the value of the pdund sterling fell to the rate of the 
then currency; all weighty coin was locked up or 
melted down; the guineas rose to 30 shillings, and 
^100 sterling, which in silver ought to weigh up- 
wards of 32 pounds troy, did not commonly exceed 
one half. 

The kingdom at this time was involved in a war, 
sand was annually obliged to borrow large sunis, 
paid in those pounds sterling currency, which were 
worth no more than i of a guinea, or 14 shillings 
of such currency as the present of 65 to the pound 
troy. This is evident, since the guinea was then 
worth 30 shillings, or li pound sterling; and that 
at present it is worth 21 shillings of 65 to the pound 
troy. ^. ' . 

Lowndes contended 8?trongl y for having the pound * y 
sterling reduced 20 per cent. Locke insist^ upon 
the old standard of Queen Elizabeth: the latter 
c^ied his point. A new coinage was made in 
1^95, and government acquitted a great part 
of the debts they had contracted from the revolu- 
tion (which had been paid them at the value of be- 
tween ten and fourteen shillings pi*esent currency) 
at the rate of 20 .shillings of the standard of Queen 
Elizabeth. This is the matter of fact: whether 
this wad doing justice to the nation, I leave every' 
man to determine. It must tiot however be be- 
K - ^ 
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lieved that there was no reason for this extraordi* 
nary step. , By the raismg of the standard, the stata 
gained considerably upon the score of taxes, as well 
as the creditors upon their capitals and interest; 
and the nation, which was the principle loser, wa^ 
pleased; because the standard was not debased: 
thns all the three parties were satisfied. 

Upon this coinage in 1695, the coin was once 
more set upon a solid footing: all money was of 
weight, and the pound was rightly attached to the 
silver standard. Upon this footing it remained^ 
until the guinea was made a legal coin, and fixed 
at its then supposed intrinsic wolth: here is the 
«ra of the present confusion. 

From the beginning of this century, till the year 
1756, silver has been rising in it^ price. In 17 OQ, 
the French found it as 1 to 15, in the great coin- 
age, by edict of the month of May; and so 
early as 17 26^ they found the proportion to be 
nearly as 1 to I4i^ and fixed their coinage accord- 
ingly, which till now remains the same. 

We may therefore conclude, tha]t from 1726^ at 
leasts if not seve/al years befiore, a pound sterling 
ought to have been worth at least 118? grains troy 
of fine gold, according to the proportion of the 
silver standard; and yet, from the inattention of 
government, it has constantly been suffered to be 
acquitted with. 113 . Has not this been a plain de- 
basement of the standard for near 40 years, 
which we can ascertain? If it be at this time re« 
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Stored to what it was, will not this be raising it from 
what it is at present? 

We have seen, from a deduction of the plainest 
principles, tihe utter impossibility of keepiug a unit, 
which ocight to be invariable, attached at once to 
the two metals, which are constantly varying be- 
tween themselves. To this the state has not attend- 
ed, nor has it probably been sufficiently informed of 
it, by those wjbo were most capable, but least inte- 
rested to point out the consequences. 

The variations of the standard aflect chiefly 
those who are engaged in permanent contracts, 
which is riot the case of trading men: the obli- 
gations they contract are in a perpetual fluctuation, 
a'nd by the assistance of their pen, they can avoid 
the inconveniences which other people, who do 
not calculate, are liable to. 

The rising of the* value of silver has been all 
along advantageous to this elas«: and it would be 
still more advantageous to tibem were government 
to allow guineas at this time to seek their own 
yahie, as we shall ol)serve in its proper place. 
Every thing which tends gradually and insensibly "^ 
to debase the value of the money unit, and promote J 
confusion, is ^dvantageojis to merchants. When '' 
this debasement proceeds by slow degrees, it is not 
to be discovered but by foreign exchange; because 
at home there u no invariable standardfor money ^ 
as there is for every other hind of measure. This 
$hall be proved. 
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v 

The unit therefore being solely attached to t&e 
coin, must vary as it does. 

Now the value of the coin has varied impercepti- 
bly; and this is the reason why people imagine that 
such variations or debasements of the standard are 
not of great consequence: the greatest mistake any 
person can labour under! By this imperceptible 
debasQpient, prices do not rise as they ought to do; 
the ignorant, and those who do not perceive the 
gradual diminution, keep the same nominal prices 
us formerly, and the merchants profit in the mean 
time.' Is not this sacrificing the interest of all 
the people of England to that of the trading part 
of it? 

The competition between the merchants betrays 
the secret to the multitude from time to time; but 
they ascribe the appearances to a wrong cause; they 
think every thing is growing dearer, whereas the 
reason is^ that price (i. e. coin) is growing lighter; 
and as this disorder is always going on, the mer- 
chants, being the first informed of the progress ^f 
the decline of the value of the coin, must con- 
stantly be in the way to profit of the ignorance of 
those who have not the opportunity of measuring 
the value of the coin they receive by any standard 
measure. 

This being the case, it is no wooder that the trad- 
ing part of the nation has not informed governm'fent 
of a disorder, which has brought, by slow degrees, 
the pound sterling to about 95 per cent of its for- 
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met value. This is a short review of the vicissitudes 
of the English coiafrom the reformation to this day: 
and it is at the same time an apology for the neglect 
of the British administration in a matter of so great 
xonseqoence. 



CHAPTER X. 

Of the Disorder of British Coiriy so far as it ajffects 

the circulation of Gold and Silver; and the 

coTisequences of reducwg- Guineas to 

Twenty/ Shillings. 

JL MUST now take notice of the inconvenieiicei 
which this disorder has. occasioned to the public^ 
and of die consequences which might follow upoa 
adopting the. remedy proposed* for removing it^ to 
wit, by fixing the currency of guineas at 20 shillingSj 
without.recoining the silver tit the standard of Eli- 
zabeth. 

. The great inconvenience felt by the public^ is the 
scarcity of silver coin, occasioned by the dispropor- 

* By Mr* Harris, in bis JEm«^ onJdonejf and Coins* 
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tion of the metals. No mortal wUl ever, as mat* 
ters stand, carry silver to be coined; that which is 
worn by circulation, is not sufficient, even for 
changing gold, much less for all those small pay- 
ments which, in the course of business, are absolute- 
ly necessary, This being the case, all considerable 
payments must be made in guineas; and as there 
are great numbers pf these already become light by 
iise, all the weighty are picked up, and either ex^ 
ported, or perhaps frequently melted down :* so that 
in general, the current specie of England is pot suf^ 
ficient for the occasions of the nation. 

The great scarcity of silver coin in England 
being evidently occasioned by the disproportion be^ 
tween the metals in the coin, it has been proposed 
to remedy this diisordisr all at oncey by crying down 
the value of guineas to twenty shillings, without 
making a new coinage, or taking any measures for 
preventing the horrid consequences which would 
follow upon such a step, as matters stand at pre- 
sent. Whoever is disposed to read all that may b<s 
said in favour of this operation, may consult Mr. 
Harris's ^^ Essay upon Money and Coins,** Part II, 
p. 84, et seq. 

My intention is not to refate the sentiments of 
paiticular people, but to trace out the principles I 
have laid down, and to apply them to the removing 
such objections as I think either plausible in them- 
selves, or which may appear plausible to people whQ 
do not thoroughly understand those matters. 
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1 shall then, in the first place, examine what con- 
sequence this crying down the legal cun'ency of 
guineas to twenty shillings would have upon com- 
mon voluntary circulation; that is to say, buying 
and selling, abstracting from unvoluntary circula-- 
tion, which take's place when people are about to 
pay, or acquit obligations; two things totally dLSe- 
rent in themselves, and Ittiich ought carefully to be 
set asunder. . 

The consequences of reducing guineas to twenty 
shillings, without a recoinage of the silver, will be, 
1. To fix the standard of the pound sterling to the 
mean proportion, or the average value of the worn- 
out silver money iu the present currency. 2. To 
make the light guineas, -whidi are below the value 
of twenty old shillings, to pass by tale for pounds 
sterling, though intrinsically not worth the new 
guineas^ 3. To occasion the melting down of all 
the new guineas. And 4. When once the coin is 
brought to consist of nothing but old unequal pieces, 
to occasion the heaviest of these to be melted jdown 
in their turn, until at last coin must disappear alto^ 
gether. 

If to supply specie, government shall send silver 
CHT gold to be coined at the mint at the legal stand- 
ard, the moment it appears, the old shillings and 
the light gold will buy it up, and it will be thrown 
into the melting pot. This will stop even the melt* 
ing down of the more weighty pieces of the old spe- 
cie; because (by this trade) they will become mor^ 
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valuable ; since in currency there will be an equi- 
valent for the new specie of fall standard weight. 
No private person surely will carry either of the 
metals to the mint^ because there they would receive 
but 62 shillings, or 44t guineas for their troy pound 
of the respective metals, whereas in th6 market they 
will get a greater number of old guineas and shil- 
lings to buy, weight for wd%ht, which will serve the 
same purpose for circulation. 

Let not my reader laugh at the scheme of buying 
old shillings at the market' by weight. The thing 
is done every day. For whether I sell my silver 
bullion for 66 shillings jocr pound, (paid inshillingsy 
guineas, or bank-notes) or buy old shillings weight 
for weight, it is quite the same thing. The reason 
why people do not sell the old shillings by the 
pound, is merely because they are not all of the same 
weighty although they be all of the same value in 
circulation; but they sell their bullion, as it were^ 
against old worn shillings reduced to a mean pro- 
portion of value; which sale of bullion is virtually- 
buying old shillings at market by weight. A man>' 
therefore, who can with a pound of silver bullion 
buy the value of 65 old shillings, will certainly ne- 
ver employ it to buy 62 heavy ones from the mint^ 
which are no where worth inore, except in the melt-? 
ing pot. The same is true of the gold. 
. I have endeavoured to shew by the plamest argn- 
ments, that no silver coin^ the value of which is* 
above the value of any other currency withio the 
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kingdom^ can remain in circulation, or can escape 
the money-jobber and the melting pot. I think this 
is a point pi^tty well agreed to on all hands; be- 
tame it is the argnment made use of against those 
who propose to introduce shillings of base metal- in* 
to circulation, as an expedient for procuring change 
for the gold: a scheme so entirely repugnant to all 
the principles of money, that I have taken no notice 
ofit. 

If, therefore, it be true, that the shillings are 
really worth nb more than tV of a guinea, what ei^ 
feet would the law, reducing guineas to 20 shillings, 
have as to merchants? Guineas would pass as before 
with every hanker in London few: 21 shillings, and 
21 shillings for a guinea. 

But as we suppose no new coinage set on fo6t> 
and thiat the light silvet would continue to pass cur* 
rent by tale, at present, what security would there be 
for the pound sterling not falling every year lower? 
The standard would then be entirely affiled to the 
old silver, and no man would pay in guineas at 20 
shillings, any inore than he vnll how pay in silver 
of standard weight. TTie only expedient then to 
obtain Coin, would be to allow guineas to seek their 
owii value. Upon this they would rise to 21 shiU 
lings, which is here supposed to be their intrinsic 
worth. In this case, would not the shillings, by be- 
coming lighter, become of less value in proportion to 
the guinea? Was not this the case in 1695? Did not 
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this abuse, raise the^ price of guineas^ aaaid propof ^ 
tionally debase tlie worth of thie pound Sterliog ? 

. As every thing, therefore, which gradufsdly de- 
bases the standard, must be advantageous to those 
who can avail themselves of it^ sp making gold a 

. merchandiisse, wjbile the bulk of the nation has no 
standard to measure it with, must be advantageous 
to those who have a sure one, to. wit, the foreign 
exchange. 

Besides the evident tendency such a measure 
would have to debase the sl;andard, below the pre* 
sent value, it would be accompanied with the most 
ruinous consequences to all the class of.debtors. I 
shall beg leave to state an example* A person, is 
debtor, I shall suppose, for a great sum, ^100,000, 
his creditor demands payment. He o£fers guineas 
at the current and conventional value of 21 shil- 
luigfi, the creditor refuses the offer; he offers bank 
notes, refused ; it is no excuse to say that £l 00,0Q0, 
of silver coin cannot be picked up; he who owes 
must find it. The creditor tells him that the mint 
is open. Here the debtor is obliged either to part 
with his guineas at 20 shillings value, or to -carry 
silver, which costs him 65 shillings the pound troy, to 
the mint,, and to pay it to his creditor at the rate of 
62. There would be still some consolation, if,, from 
such a hard necessity, the state were to be provided 
with weighty coin; but this would not b^ the con- 
seqiiL^t^ce. The creditor is no sooner paid in silvear, 

than he throrws his coin into the melting pot, and 
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then sends the bnlHoist to the market to he sold at 
65 pence the o^iice in bank notes. 

He nea^ goes to the^ hank> and demand^ |>ay- 
inent of his notes. It is not to be supposed that 
there is old wom silver . enough thefe' to p^y all 
tbe notes in circulatioB. The bank must be in the 
same' 'situation with every debtor, it must send 
silver to the mint; not as perhaps at present to be 
afterwards exported, or to furnish, work for the 
mint and then to be melted down again, but to 
acquit the notes which it had issued in lieu of light 
- silver, or guineas at 21 shillings. The' creditor 
melts down his new silver again, sells it as bullion 
for bank notes as before, and returns upon the bank 
with a new demand. 

It is the same thing as to this last supposition, 
whether the guineas be left as merchandize to 
seek their value, or- be fixed at 20 shillings; for no 
man upon earth will give a heavy guine^i for 20 
shilling presetit cmrrency; and if debtoril were 
obliged to pay at this rate, the hardship ^tould be 
exactly the satoe as in the foregtring opposition; 
for. the difference in paying with heavy silver or 
with good guineas at 20 shillings is.no more than 
that of 171 8.7 to 1759.9; a guinea whifch weighs 
llSf grains fine gold, being worth J719.9 grains 
of fine silver, according to the proportion of 1 to 
I4i and a pound sterling, according to statute, is 
worth no more than 1 71 8.7 grains of the same 
metal. 
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We may therefore, conclude, that the scheme 
of reducing guineas to 20 shillings must proceed 
upon the supposition of a new coinage of all the 
^silver; without this, the same confusion as to the 
coin would remain as formerly; a new dispropor- 
tion ef the metals would take place; nobody would 
pay in gold, as at present nobody will pay in 
silver. 



CHAPTER XL 

Method for restoring theMoney-unit to the Standard 

of Elizabeth^ and the Consequences of 

this Change. 

JL COME now to the proposal of resrtoring the 
standard to that of the statute of Elizabeth, which 
is in other words the same with what has been pro-* 
posed in bringing down the guineas to 20 shillings; 
except that it implies a new coinage of -all the silver 
specie and of all the old goldw Nothing is more 
easy than to execute this reformation. 

First, The first step is to order all coin, gold 
and silver, coined preceding a certain year, to pass 
by weight only. 

Secondly, To preserve the mint price of silver as 
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formerly, at 5^. 2d. tlie ounce^ and to fix that of 
gold at^3: 14:2i 

' Thirdly, To order the pound troy standard silver 
to be coined as formerly, into 62 shillings, and the 
pound of gold into 4Ai guineas. 

Fourthly, And last of all; to; order these guineas^ 
to pass for 20 shillings. 

Thus the standard is restored to the value of the 
silver by the statute of Elizabeth, the metals are 
put at within a mere trifle of the proportion of 1 
to 14f: all the coin in the kingdom is brought to 
standard weight: no profit will be found in melting 
or exporting one species preferably to another: ex- 
change will answer, when at par, to the real par 
(when rightly calculated) of either silver or gold, 
with nations, such as France, who observe the same 
proportions: and the pound sterling will remain 
attached to both the gold and silver, as before* 

The consequenoesi of this refonnation will be, 
that the pound sterling will be raised from 1638 
grains fine silver (the value of the present worn sil- 
ver currency) to 17I8.7; and from 113 grains fine 
gold (the present gold currency) to 118.644; that 
is to say, the value of the pound sterling will be 
raised upon both species 4.9 percent, above the 
value of , the present. This all creditbrs will gain^ 
and all debtors will lose. From the day of the 
regulation, the exchange upon all the places in 
Europe will rise 4.Qper cent, in favour of England, 
l^nd every man who is abroad, and who draws for 
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the rents of his estate^ will yearly gain 4.9 per cent 
upon his draughts or remittances made to him; 
Whether prices in England will fall in proportion 
I do not know; one thing is pretty certain^ that 
every article bought for foreign exportation will 
fall; for this good reason, that merchants will not 
be the dupe of this innovation, nor will they buy 
with heavy money at the saniie rate they used to 
buy with light.. Justice will be done to all gentle^ 
men whose ancestors let their lands in the reign of 
Queen Elizabeth, or at any time since, when gold 
and silver were at the proportion of 1 to 24f , and 
when the silver coin was at its standard weighty 
All taxes imposed by pounds, shillings, and pence, 
will be raised; all those impeded at so much jt>er 
cent, of the value will stand the same, but will 
apjpear to sink in the denomination; that is, they 
will produce as much value, btit fewer pounds, 
shillings, and pence> than before* The nation will 
lose 4.9 per cent, upon the whole capital and interest 
of the public debts: this the creditors will gain. 
The bank will gain in its quality of creditor upon 
the public, and will lose (together with all the 
bankers in England) 4.9 per cent, upon all their 
circulating paper. All annuitants, landlords, and 
creditors of every denomination, whose contrabts 
are under 30 years standing, will gain. All debtorSi: 
mortgagers, ten ants j whose contracts are of a fresher 
date, w;ill lose. All merchandize whatsoever ought 
to fall 4^9 jh& cent, in its value; and every farthing; 
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^ny thing falls less in its price is lost to the con-^ 
stimers. 

These are some of the most evident consequences 
which must result from this plan of reformation^ 
and the nation is the hest judge how far they will 
contribute to her advantage* ' 



CHAPTER XII. 

In what Sense the Standard fnay he said to have 
been debased by Law, and in what seme it may 
be said to have stiffered a gradual Debasement by 
the operation of political Causes. 

XN the course of this inquiry, the standard has. 
been represented sometimes as having bee^ do- 
based by law, above thirty years ago, to 113 grains 
fine gold, at which it remains at present^ and 
sometimes as having gradually declined for these 
many years. 

These propositions arc true, though they appear 
inconsistent, or at least inaccurate ; and they mu3t 
BO)v be set in a clear light. 

I have had no opportunity of tracing the progress 
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of the variations as to the price of the metals in 
the English market from the beginning of this 
century; and to supply the want of exacjt observa- 
tion, I have gone upon the following suppositions: 
1. That while the guineas were left to find their 
own value (being regulated by the law below their 
worth, and not being considered as a lawful money) 
they naturally would fix themselves according to 
the market proportion of the metals. 2. That, 
at the time the standard was affixed to the guineas 
in conjunction with the silver, and both were made 
lawful money, the value of the guineas was exactly 
incjuired into and regulated at their precise value. 

From these circumstances I conclude, that after 
this affixing of the standard to both species, the 
least variation in the proportion of the metals 
must have had the effect of throwing th^ standard 
(as I may call it) upon that metal which was the 
least valuable in the coin : and since it is certain, 
that for thirty years backward, at least, gold coin 
pf eqiial denomination has been less valuable than 
silver, payments have been made, commonly, in 
gold, under the sanction of law, while the silver* 
has been melted down or expoited; for these 
reasons, I have frequently represented the standard 
as long ago debased by law to the value of 113^ 
grains fine gold; and I believe I have advanced 
nothing but the truth. 

Here we may conclude, that it is impossible fbf 
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My law to keep the standard attached: both to 
the gold and the silver coin kt once, without pre- 
serving constantly the market proportion of the itie^ 
tals at par, with the numetary value of the coins. 
The rise of silver for one week in tiie Londoti mar- 
ket is a cause of the silver coin's being melted; 
and dnritig that week, all paymentis will be imadtf 
in gold. If the week following^ gold should ris^ 
above the plx>portion fixed in the coin, gold colli 
Would be melted, ahd payments would be iifiade id 
silv^y 

I do not, at present, consider the small circular 
tion either among the nobility, or among the com-* 
mons*a btit I attend to the great circulation among 
bankers, who have all the specie in the nation iii 
their hands once in a year; and I say, that th^ 
payments they make must influence those of all 
others. Every gentleman pays with the mdney 
his banker gives him: did the bank bf England 
find its interest in paying in silver, would it. jiot 
soon become plentiful in circulation^ and 'woul(t 
not payments b^in to be made in it preferably to 
gold? 

The standard, therefore, has been debased by 
law by being afifixed to the gold, of which metal the 
pound sterling has uniformly, for these thirty years 
past, been worth 113 grains, in new guineas. 

But I have also said, that the standard has been 
gradually diminishing; cooiseqtiMrtly it may be 
objected, that if a pouixd sterling had been, thirty 
M 



Digitized by 



Google 



82. PRINCIPLES OF MONEYi 

years ago^ equal to 113 grains of gold, if it haa 
been ever since at the same standard^ and if it be to^ 
day 113 grains of gold, it cannot be said to have 
been gradually diminishing. The answer is evident^ 
when we reflect upon our principles. 

The standard affixed to the gold has been dimi- 
nishing, because these 113 grains of gold have been 
diminishing in their value with regard to the silver. 
When the guinea, in 175^8> was fixed at 21 shil- 
lings, the pound sterling was fixed thereby at J 13 
grains fine gold, as has been said; consequently, 
if this weight of gold was then M'orth 1718,7 fine 
silver, there was no debasement made by that sta- 
tute : but in consequence of that statute, the de- 
basement must have taken place the moment the 
silver rose in its value. 

I am not authorized, by any fact) to advanc^e^ 
that at the time the guineas were brought down 
from 21 shillings 6 pence to 21 shillings, the metals 
in the coin were not put at the exact proportion 
they then bore in the £nglish market. The great 
Sir Isaac Newton was the person consulted in this 
matter, and to criticise his decision, without plain 
evidence, would be rash. All I shall say is, that in 
France the proportion then was 1 to 14i, although 
according to the English statute it was regulated as 
1 to 11^.21. 

Let us therefore suppose, that in 1728, the metals 
were at the proportion of l to 15«21 ; and that 1 13 
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grains of fine gold were really worth 1718*7 grains 
of fine silver. 

But the silver having risen, the standard, for this 
reason, has been thrown upon the gold, and has 
constantly remained at 113 grains (that is, in new 
guineas); and as the metals have, varied from the 
proportion of 1 to 15.21, to that of 1 to 14.5, by 
the same steps has the value qf the pound sterling, 
in silver, changed from 1718.7 to 1638.5; which 
1638.5 is to 113 J^s 14.5 is to 1, And were the 
proportion between gold and silvet to come by 
slow degrees to the Chinese proportion of 1 to 10, 
the pound sterling would still remain at 113 grains 
of ^fine gold, as it has Been since the year 1728; 
but the silver coin would either be melted down, or 
so rubbed away> as to make a pound sterling of it 
weigh no more than 1130 grains of fine silver, so 
as to bring it to the proportion of 10 to 1, together 
with the metals. 

Does not this evidently shew the defect of fixing 
the standard either to one or both the species ? 

As a farther illustration of this matter, which, 
because of its importance, cannot, I think, be too 
often repeated, I shall shew, in a very few words, 
how far people are' mistaken, when they imagine 
that by reducing the guineas to 20 shillings, and re- 
coining the silver according to the plan proposed, 
the standard of the pound sterling will be brought 
to that of Elizabeth. , 

WAen Elizabeth fixed the standard of the pound 
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Sterling at 1718-7 grains of fine silver, thcpropay-. 
tion of the metals, according to the table in the es-^ 
say of moi^ey and coins above cit^d, was as 10.90di 
to 1 ; consequently that pound paid in gold was, i):\ 
1601, equal to I&7.6 grains fine gold., 
: Had, the^'efore, by accident, the st^uda^d beei^ 
then fixed to the gold, instead' of the silver, and had 
the silver ever since been considered as a comnjiodityj 
the pound sterling at present would be worth 157.6 
grains of fine gold, and consequently worth 2285.3 
grains fine silver, at the proportion of 14.5^ to U 
whereas, having been fixed to the &|lver> it has been 
kept at the old standard of 1/18.7, and consequently 
is worth no more than 1 18.5 grains fine gold. 

Now supposing that in the year iCoi^t three dife 
fefent payments of a pound sterling had been made, 
and locked up in a chest till this day, let us inquire 
what would be the value of each at present, were 
they to be melted down, and sold as bullion in the 
English market. The first payment I shall suppose 
to have been made in silver, to Revalue of 17I8.7 
grains^ fine silvei;, which makje of standard silver 
1858.06 grains; this sold at the rate of 65 pence 
an ounce, the present supposed value of silver, at the 
rate of the gold, when full weight, makes jCliOillh, 
The second payment I shall suppose to have been 
made in gold, to the value of 1 57.6 grains of fine 
gold, which makes of standard gpld 171*9 grains, 
this at the mint price of gold, that is, .£3 : 17 : 1 Of. 
|he Qun^^j. makes of present sterling, J0l:7 • lOt- 



Digitized by 



Google 



The third payment I ^pckse to have heen made, 
one half in gcdd^ <Hie half in silver, which makes 
^59.36 graiqs fine silver^ and 78.8 grains of fine 
^old^ whioh, at the above conversions^ makes for 
the silver.., .-..•... ••..,....•,. .^Q 10 SH 
Aiidfortbe gold ...,...,..,.. — o 13 llA 

Together £l 4 5t 



Here we have three different ponnds stealing, pro* 

dnced purely by the variation in the proportion of 

the metals, although in i6qi, they must have been 

absolutely the same. Which of the three, therefore, 

iis the standard of Elizabeth? Is it not evident, that 

it can be no other than according to the value of 

that pound which was paid, half in gold, and half 

in silver? And is it not also plain, that this is the 

exact aridimetical mean proportional between the 

gold and the silver? Let the silver and the gold^ 

pounds be added together, they make ^2 : 8 : lOi, 

the half of which is the value of that pound which 

was paid half in gold, and half in silver ; to wit, 

^1 : 4 : 5f of the present gold currency, reckoning 

standard silver at 65 ,pence per ounce, and gold at 

the mint price. To realize this value exactly in 

gold and silver, while the proportion remains as I 

to 14.5^ it would be propisr to put into the^ pound 

sterling 2001.9 grains troy fine silver, and 138.04 

ffr^ns of fine gold. These quantities of the metals 
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would answer exactly to the value of c£l : 4 : 10|, 
the mean proportional above mentioned. 

Here then is the standard of Elizabeth: if it has 
any excellence in if above all others, it may be pre^ 
ferred. 

It mu3t however he observed, that this will remain 
the standard as long only as the proportion of 1 to 
14.5, upon which it has been established, shall re* 
main unvaried between the metals; and it will vary 
from where it might be at present settled, in the 
same manner as It has varied at all times- from the 
year l6oi, tq wit, according to (lie vicissitudes 
which shall happen in the proportion of the metals. 
But at every period of time, and in all different va- 
rieties of proportion between gold and silver, no pro- 
blem is more easily resolved than that of the mean 
proportional between the gold and silver, the mo- 
ment one knows the proportion of the metals at the 
time; as shall be demonstrated in a following chap- 
ter. 

During the whole seventeenth century, gold rose 
in its value; or to expi^ss this as the French writers 
do, the proportion of the metah was increasing, 
from that of 1 to IO.905, to that of 1 to 15; and in 
Spain it got up to that of 1 to 16. The standard^ 
therefore, being fixed to the silver by Elizabeth, was 
then attached to that metal which was least sought 
for; and who knows whether the mercantile interest 
at that time and in the succeeding reigns, did not 
find it their interest to keep it attached to the silver^ 
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for the same reason tliey now wish to have it at* 
tached to the gold? 

SifiGe the beginning of this century, the metals 
have taken a different turn^ and now the prop&rtion 
is diminishing ; that is to say^ the value oi silver is 
rising; the consequence of which is^ that the mer- 
cantile interest would gladly have the standard fixed 
to the ^old; because in this case^ (the proportion of 
the metals beitig upon the diminishing hand) the 
standard of the pound will gradually diminish, and 
trading men will thereby gain, according to the 
principles above laid downv 

Let me here recapitulate a few posititions, which 
we may now have occasion to apply. 

First, The standard is debased ia consequence of 
its having been fixed by statute to 1 13 grains of fine 
gold, not by the act of fixing it, but by the rising of 
the silver since that time, which rising the statute 
could not prevent: and gold being now the metal 
the least sought for, is become the standard of the 
pound sterling, and regulates its value so, that no 
silver coin, which is above the proportion of the 
gold, can remaiain cuiTency. 

Secondly, That according as the proportion of 
the metals shall diminish from what it is at present, 
the standard will still fall lower with respect to sil- 
ver, but will remain fixed with i^espect to gold, at 
113 grains. 

Thirdly, That the true value of the pound ster- 
)Jng will always be found in the mean propoitioii 
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between 113 grains of fine gold, and 1638.5 glraiiii 
fine silver. 

Fourthly, That if light guiheais are allowed to 
pass current the standard will fall below the 113 
grains, and the price of gold bullion will rise above 
j£3 : 17" lOr, in the English maiicet. 

Fifthly, That upon crying down the light guineas 
afterwards, a hurt will be done to all those.who have 
made contracts during their currency. 



CHAPTER XIIL 

Circumstances to be attended to in a new regulation 
of the British Coin^ 

JL THINK I have sufficiently laid open all the prin^ 
ciples which can influence a new regulation of the 
British standard,, as far ais a change may influence 
either the value of the money-unit, or the iliterests 
within the st^te. 

As to the first, it has been said above, that if, by 
the fiiture regulation, any change whatsoever. shall 
be made upon the value of the money-unit, as it 
stands at present, the adopting any other whatsoever 
is a thing purely arbitrary. 
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To people who do not understand the niiture of 
fettch operations, it may have an air of justice to sup- 
port the uhit at what is commonly believed to be the 
standard of Queen Elizabeth, to wit, at 17 18.6 grs. 
of fine silver. 

The regulating of the standard of both silver and 
gold to ri fine, and the pound sterling to four ounces 
standard silver, as it stood during^the reign of Queen 
Mary I. has also its advantages, as Mr. Harris has 
observed^ It makes the crown piece to Weigh just 
one ounce, the shilling four penny-weights, and the 
peniiy eight grains; consequently, were the new 
statute to bear, that the weight of the coin should 
regulate its currency upon certain occasions, having 
the pieces adjusted to certain aliquot parts of weighty 
woul4 make weighing easy, and would accustom 
the common people to judge of thfe value of money 
by its weight, and not by the stamp* 

In this case^ there might be a convenience in strik*- 
ing the gold coins of the same weight with the sil* 
veir; because the proportion of their values would 
then constantly be the same with the proportion of 
the metals. The gold crowns would be worth at 
present ^3 : 1 2 : 6, the half crowns ^1 : 16 : 3, the 
gold shillings I4s, 6rf# and the half 7^- ^rf. This 
Was ancieiitly the practice in the Spanish mints. 

I have, in one place, mentioned the pound troy as 

the best weight of all for the pound sterling; and so 

it would be, were the pound sterling, by its j;iature 

susceptible of being fixed to any determinate c^H,n^ 

N 
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tityofthe metals. But what I there suggested^ 
was merely thrown out to shew, that the choice of 
any other value than the present, is a matter of no 
consequence, when all interests within doors lure 
properly taken care of, and when concision and per- 
plexity are avoided in making the alteration. 

The interests within the state can, I think, be no^ 
wise perfectly protected but by permitting conver- 
sions of value from the old to the new standard, 
whatever it be, and by regulating the footing of such 
conversions by act of parliament, according to cir- 
cumstances. The intention of this chapter is to 
point out some circumstances to which it would be 
proper to attend; and to propose a scheme of esta^ 
blishing a new standard, which might perhaps ren- 
der conversions and regulations less necessary. 

Schemes are here proposed, not to be adopted, 
but as the means of setting this important matter in 
different lights, and thereby, perhaps, of furmshing 
hints to some superior genius, who may form a plan 
liable to fewer inconveniences than any I can de- 
vise. 

For this purpose, I shall examine those interests 
which will chiefly merit the attention of government, 
when a regulation is made for the future acquitting 
of permanent contracts already entered into. Such 
as may be contracted afterwards, will naturally fol- 
low the new standard. 

The landed inter^t is, no doubt, the most c<msi— 
derahle in the natipn; . Let us therefore es:jsmxoff$ in 
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' the first place, yvbsA regnlatibnfi it may be proper to 
make^ in order to do justice to this great class, with 
respect to the land-tax cm one hand, and with res- 
pect to their lessees on the other. 

Th^ regdiation eonceming the land-talc of Eng- 
land was made many, years ago, and reasonably 
ought to be supported at the real value of the pound 
sterling at that time, accoi^ing to the principles al- 
ready laid down. The land-tax^ therefore, of the 
whole kingdom, may rise or fall according to the 
value of the new standard. This will be considered 
as an injustice ; and no doubt it would be so, if, for 
•the 6iture, the land-tax be imposed as heretofore, 
without attending to this circumstance; but as this 
imposition is annual, as it is laid on by the landed 
interest itself, who compose the parliament, it is to 
be supposed that this great class will at least take 
care of its own intei^eet. 

Were the pound rate to be stated according to 
4he value of the pound sterling of 17^S*7 grains 
of silver, which is commonly supposed to be the 
standard of Elizabeth, there would be no great in- 
jury done. This would raise ihe land-tax 5 per cent. 
^nly. 

There is no class of inhabitants in all England so 
much at iheir ease, and so free from taxes, as the 
class of farmers. By living in the country, and by 
consuming the fruits of the earth without their suf^ 
ftmg any alienation, they avoid the effect of many 
^emches, which, by those who live in corporations. 
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are felt upon mam/ articles of their consuinption^ as 
well as on those which are immediately loaded with 
these iiUpositions. For this reason it will not, per^ 
haps^ appear unreasonable, if the additional 5 per 
cent, on the land-tax were thrown upon this class, 
and not upon the, landlords. 

With respect to leases, it may be observed, that 
we have gpne upon the supposition that the pound 
sterling, in the year 17^8, was worth 17I8.7 grains 
of fine silver, and 113 grains of fine gold. 

There would, 1 think, be no injustice done to the 
lessees of all the lands in the kingdom, were their 
rents to be fixed at the mean proportion of these va- 
lues. We have observed how the pound sterling 
has been gradually diminishing in its worth from 
that time, by the gradual rise of the silver. This 
mean proportion, therefore, will nearly answer to 
what the value of the pound sterling was seventeen 
years ago; that is to say, in 1743; supposing the 
rise of the silver to have been uniform. And seven- 
teen years, I apprehend, is not much above the inean 
proportion of the time elapsed of all the leases en^^ 
tered into with the landed interest of England. ' 
, It may be farther alleged in favour of the land- 
lords^, that the gradual debasement of the standard 
has been more prejudicial to their interest in letting 
their lands, than to the farmers in disposing of the 
fruits of them. Proprietors cannot so easily raise 
their rents upon new leases, as farmers can raise 
the prices of their grain, according to the debaso* 
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ment of the value of the currency. We have shewn 
how the operations of trade communicate their 
influence to country markets; but as the cause of - 
the rise of prices is not rightly understood by 
country people^ and as it is commonly ascribed 
rather to accident thap co any thing permanent, it 
is easy to perceive how such a circumstance must 
be prejudicial to the landed interest. These circum- 
stances are 'too complicated to fall under any cal- 
ciilation, and nothing but the wisdom and penetra- 
tion of the legislature is capable of estimating them 
at their just value. 

The pound sterling, thus regulated at the mean 
proportion of its worth, as it stands at present, and 
as it stood in 1728, may be realized in 1678.6 
grains of fine silver, and 11 6.76 grains fine gold; 
which is 2.4 'per cent, above the value of the pre- 
sent cuiTency. No injury, therefore, would be done 
to' lessees, and no unreasonable gain would accrue 
to the landed interest, in appointing conversions 
of all land rents at ^\per cent, above the value of 
the present cuirency. 

Without a thorough knowledge of every circum- ' 
stance relating to Great Britain, it is. impossible to 
lay down any plan. It is sufficient, here, briefly 
to point out the principles upon which it must be 
regulated. 

The next interest to be considered is that of the 
nation's creditors. 

In 1749, anew regulation wsus made with the 



Digitized by 



Google 



54 PRINCIFI-I5S or MONEY. , 

public creditors^ when the interest of the whole 
redeemable national debt was reduced to 3 per cent. 
This circumstance infinitely facilitates the matter^ 
with respect to this class> since^ by this innovation 
of all former contracts^ the whole national d»ht 
fuay be considered as contracted at^ or po&teriw to 
the 2Mh of December 1749* 

I shall now give a sketch of a regulation whidi 
may be made^ not only for the national creditors at 
presient^ but in all times to come^ which^ by setting 
fiftoney upon a solid footing, may be an advantage 
both to the nation^ to the creditors:^ and to credit 
in general. 

Let the value of the pound sterling be inquired 
into duiing one year preceding, and one posterior 
to the transaction of the month of December 1749« 
The great sums borrowed and paid back by the 
nation, during this period, will furnish data sof-* 
ficieat for that calculation. Let this value of the 
pcm^d be specified in troy grains of fine silver and 
fine gold bullion, without mentioning any denomi^ 
nation of money according to the exact proportion 
of -the metals at that time. And let this pound be 
ealled the pound of national credit, ■ ^ - 

This first operation being determined, let it bo 
enacted, that the pound sterling, by which the state 
is to borrow for the future, and that in which the 
creditors are to be paid, shall be the exact mean 
proportion between the quantities of gold «uid silver' 
above specified^ according to the actnal proportion 
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6f the metals at the time such payments shall he 
made; or^ that the sums shall be borrowed or ac- 
quitted according to the market-price of one half in 
gold and one half in silver, at the respective reqiii* 
sitions of the creditors or of the state, when borrow- 
ing, AH debts contracted posterior to 1749, may 
be made liable to conversions. 

The consequence of this 'regulation will be, tho^ 
insensible establishment of a bank mo.ney, the itsc^ 
iolness of which has been .explained. 

The next interest we shall examine is that of 
trade: when men have attained the age of twenty- 
one, they have no more occasion for guardians* 
This may be applied to traders; they can parry 
with their pen every inconvenience which may re- 
sult to other people from the changes upon money^ 
provided only the laws permit them to do themselves 
justice with respratto their engagements. 

The next interest is that of buyers and seUei*s: 
that is, of manufacturers, with regard to consumers; 
and of servants, with reelect to those who hire 
their personal service. 

The interest of this class requires a most particu- 
lar attention. They must, literally speaking, \)b 
put to school^ and taught the first principles of 
their trade, which is buying and selling. They 
must leam to judge of price by the grains of silver 
and gold they receive. They are children of a' 
mercantile mother, however warlike the father^ 
disposition may be. If it be the interest of the state 
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that their bodies be rendered robust and active, it 
is no less the interest of the state that their minds 
be instructed in the first principle of the trade they 
exercise. 

For this purpsoe, tables of conversion from the 
old standard to the new must be made, and Ordered 
to be put up in every market, in every shop. All 
duties, all excises, must be converted in the same 
manner. Uniformity must be made to appear every 
where. The smallest deviation from this will be a 
stumbling block to the multitude. 

Not only the interest of the individuals of the 
class we are at present considering, demands. the 
nation s care and attention in this particular; but 
the prosperity of trade, and the w^ll-being of the 
nation^ are also deeply interested in the execu- 
tion. 

The whole delicacy, or the intricate combinations 
of commerce, depends upon a just and equable vi- 
bration of prices, according as circumstances de- 
mand it. The more, therefore, the industrious 
classes are instructed in the principles which influ<« 
ence prices, the more easily will the machine move. 
A workman then learns to sink his price without 
regret, and can raise it without avidity. When 
principles are not understood^ prices Cannot gently 
fall, they must be pulled down; and merchants dare 
not suffer them tp rise, for fear of abuse, even al- 
though the perfection of an infant manufacture 
should require it. 
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The last interest I shall examine is that of the 
bank of England^ which naturally must regulate 
that of every other. 

Had this great company followed the example of 
other banks^ and established a bank-money of an 
invariable standard^ as the measure of all their debts 
and credits^ they would not have been liable to «ny 
inconvenience upon a variation of the standaixl. 

The bank of England was projected about the 
year 1694^ at a time when the current money of 
the nation was in the greatest disorder^ and go<* 
vemment in the greatest distress^ 1>oth for money 
and for credit. Commerce was then at a very low 
ebb^ and the only^ or at least the most profitable 
trade of any, was jobbing in coin, and carrying 
backwards and forwards the precious metals from 
Holland to England. Merchants likewise profited 
greatly from the efiects which the utter disorder 
of the coin produced upon the price of merchan- 
dize. 

At such a juncture the resolution was taken to 
make a new coinage, and upon the prospect of this, 
a 1 company was found, who, for an exclusive 
charter to hold a bank for 13 years, willingly lent 
government at 8 per cent upwards of a million ster- 
ling (in light money) with a prospect of being re- 
paid both interest and capital in heavy. This was 
not all: part of the money lent, was to be applied 
for the establishment of the bank, and no less than 
4000 pounds a year were allowed to the company, 
O 
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above the full interest^ for d^ftayiBg the Qh2^<l of 
' management. 

IJjider such circumstances the iptr^diictioH of 
hank-money was very sruperfluous^ and woiild liave 
been v^ry impolitic. This invention is calcjulatecl 
against the raising of the standsufdi but here th$ 
bank profited of that rise in its quality of creditor 
for the money lent^ and took care not to o^m^- 
science d^tor by circulating their pap^, mitil the 
effect of the new regulatkm took place in iSSii: 
that is^ after the general recoinage of all the clif^ped 
silver. / 

From that time till now^ the bank of England 
has been the basis of th^ nation's credit: and^ vn^kk 
great reason^ ha^ been constantly under the mo9t 
intimate protection of every minister. 

The vahie of the pound sterling, as we have 

! 9een9 has been dedining ever since the year 1^01 ^ 

I the ataodard being fixed tp sil^v^r 4nring a^ll that 

century, while the gold was constantly rising. No 

sooner had the proportion taken another turn, and 

silver begun to rise, than the governmeiiit of Ebg-^ 

^J land threw the standard virtually upon the gold, 

by regulating the value of the guineas at the exact 

proportion of the market, whether at the instiga« 

> tion of the bank or not, I shall not pretend to de- 

1 termine* 3y these opeapatioris, how^vei?, the com* 

^ pony has constantly be^i a gainer (in its qualiity of 

debtor) upon all the paper in circuladon; and 

therefore has lost nothing by not having established 

a bank-money. 
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The interest of this great company being esta- 
blished upon the principles we have endeavoured to 
explain, it is very evident that the government o{ 
England never will take any step in the reforma-* 
lion of the coin, which in its consequences can 
prove hurtful to the bank. Such a step would be 
contrary both to justice and to common senses 
To make a regulation which, by raising the stand- 
.ard, will prove beneficial to the public creditors, 
to the prejudice of the bank (which I may call the 
public debtoi*), would be an operation upon public 
credit, like that of a person who is at great paias , 
to support his house by props upon all sides, and 
who at the same time blows ilp the foundation of it 
with gun-pOwder. 

We may therefore conclude, that with regard td 
the bank of England, as well as every other private 
banker, the notes which are constantly payable 
on demand, must be made liable to a conversion at 
the actual value of the p*ound sterling at the time 
of the new regulation. 

That the bank will gain -by tkis is Very certain; 
but the circulation of their notes is so swift, that it 
would be absurd to allow to the then possessors of 
them, tliat indemnificatidri, which naturally should 
be shared by all those through whose hands they 
have passed, in proportion to the debasement of the 
Standard during the time of their respective posses- 
sion. 
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CHAPTER XV. 

Regulations which the Principles of this Inquiry 

point out as expedient to be made hy a 

new Statute for regulating 

the British Coin. 

i£T us now examine what regulations it may be 
proper to make by a new statute concerning the 
coin of Great Britain^ in order to preserve always 
the saiM exact value of the pound sterling realized 
in gold and silver^ in spite of all the incapacities in* 
herent in the metals to perform the functions of au 
invariable scale or measure of value, 

I shall not pretend to determine the precise stand* 
ard which government may prefer as the best to be 
chosen for the value of a pound sterling in all future 
times; but let it be what it will, the first point is to 
determine the exact number of grains of fine gold 
and fine silver which are to compose it, according to 
the then proportion of the metals in the London 
markets 

2; To jdetermine the proportion of these metals 
with the pound troy, and in regard that the stand- 
ards of gold and silver are difierent, let the mint 
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price of both metals be regiJated according to the 
pound troy fine. ;:.....,. 

3. To fix the mint price withiji, certain •liinits: - 
tibat it is to say, to leave the king ap^.iedmjdili^jhy^ : 
proclamation, to carry the mint price of bullion 
up to the value of the coin, as^is the present regula- 
tion, or to sink it to per cent, below that price, 
according as government shall incline to impose 
more or less duty upon coinage. 
^ 4* To order that silver and gold coin shall be 
itruck of such denominations as the king shall think 
fit to appoint^ in which the proportion of the me- 
tals above determined, shall be constantly observed 
through every denomination of the coin, until ne- 
cessity shall make a new general coinage unavoid- 
able. 

b. To have the number of grains of the fine me- 
tal in every piece marked upon the exergue, or upon 
the legend of the coin, in place of some initial letters 
of titles, which not one person in a thousand can de- 
cypher : and to make the coin of as compact a form 
as possible, diihinishiog the surface of it as much as 
is consistent with beauty. 

6. That it shall be lawfol for all contracting par- 
ties to stipulate their payments either in gold or sil- 
ver coin, or to leave the option of the species to one 
of the parties. 

7i That where no particular stipulation is made, 
creditors shall have power to demand payment, half 
in one species, half in the other; and when the sum 
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cannot fall equally into gold and ^ilrer Coins, thci 
:' fractions: to: b« paid in silver. 

., S./rjiat ip Imying and selling, tvheh ho particu- 
* Jar «ip*efd[cs-ftas been stipulated, and when no act 'm 

writing has intervened, the Option of the spedesr 

lihall b^ competent to the buyer. 

g. That all sums paid or received by the king'^ 

receivers, or by bankers, shall be delivercfd by weight, 

if demanded. 

10. That all money which shall be found to a 
certain degree under the legal weight, from whatever 
cause it may proceed, may be rejected m every pay- 
ment whatsoever; or if offered in payment of €t 
debt above a certain sum, may be taken according 
to its weight, at the then mint jirice, in the option 
of the creditor. 

11. That no penalty shall be incurred by those . 
who melt down or export the nation's coin; but 
that washing, clipping, or diminishing the weight of 
any part of it, shall be deemed felony, as much as 
any other theft, if the person so degrading the 
Coin, shall afterwards make it circulate , for lawful 
money. 

To prevent the inconveniences proceeding from 
the variation in the proportion between the nietals, 
it may be provided — 

12. That upon every variation of proportion rnr 
the market-price of the metals, the denomination of 
the gold and silver coins be changed, or else the" 
pieces be recoined according to the proportions of 
the market. 
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1 am HOW, ono^ ifiore, to give the rule for coii-' 
^iicting tbis operation; which is what has beea w 
often called the 6xmg of the money-mtit in the 
mea9 proportioii of the metalB. 

It has been observed in the fourth chapter, that 
the consequence of every yaviation in the propeirdcm 
between the value of ^old and silver has tibiis effect 
namely, that the sam^ weight of silver acquires, on 
the change, a different value in gold from what it 
had before; and the saine- weight of gold acquirer, 
on the change, a different, value in^ilvf^*, from what 
it had before. 

JLet us illustrate this by an example ;— We have 
said, that in the coin of Great Britain 113 grains of 
fine gold were worth 1718.7 of fine silver; ,and thia 
-proportion is 1 in gold, to 15. SI in silven' Now, 
suppose the proportion shall come to be 1 in gold, 
to 14.& in silver, in this case th§ 113 grains of gold 
will be worth 1 13 mnlttptieif by 14.5, or iGsS.bi. 

Here theve* are two Afferent values in siWor 
af different timcis, for the sasie quantity of gdbdU 
namely, 

ert.ftHeSlhe9i^ 

At the old proportion m£ 1:5.^1, 113 grains 

of gold wero worth 17I8.7 

Atthenewparopoitionof 14.5, li3 grains of 

gold are wartli 1638.5 

The sum of both 3357.ft 

Thehalfofwhichis l678-fi 
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This half I call the mean arithmietical prq)ortion- 
al between the two values of 113 grains of gold, ac- 
cording to the old and new proportion. of tlie metals 
in the London market. And this, I say, is the num- 
ber of grains of silyer which should compose the 
value of one pound sterling, as long as the proper* 
tion continues at 14.5. 

In like manner with respect to the gold : 

Gr$. of fine Gold. 

When theproportion was 1 5.21 to 1, 1718.7 
grains of silver were worth , . 1 13 

At the new proportion of 1 4.5, 1 7 1 8.7 grs. 

of silver are worth ^^^ 118.53 

The sum of both is .'. 231.53' 

The half of which is 1 15.765 

This half I call the mean arithmetical proportion- 
al between the two values of 17 1 8.7 grains of fine 
silver, according to the old and according to the new 
proportion of the metals; and this, I say, is the 
number of grains of fine silver which should com* 
pose the value of one pound sterling, as long as the 
proportion continues at 14.5 to 1. 
• This operation is very simple and very clear; and 
as soon as- the value of one pound sterling can be 
determined to a certain number, of grains of fine 
gold, and to a certain number of grains of fine sil- 
ver, a new coinage may be made; or the denomi- 
nation of all the. coins (silver and gold) already in 
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circulation, must be changed by the rule of three, 
in proportion to the number of grains of fine metal 
they severally eontuin^ Elcample^ 

What 6ught to be the new denomination of a . 
guinea? Answer. A guinea containis of fine gold 
116.651 grains. Say then by the rule of three: If 
II 5.765 grSi fine gold be worth 240d. or one pound 
sterling, 118.651 must be equal to 246 pence, or 
20*. 6d. In like manner as to the shillilig: a shil-» 
ling contains of fine silver 85.935 grains; one pound 
sterling contains 1 678.6. State then, 

GraifuJ d. Grains. d. 

1678.6 : 240 : : 85.935 : 12.2865. 
Thus the old guinea will pass for 20 shillings and 6 
pence, and the old shilling for 12.2865, or 12f, in 
coimmon circulation. 

It no*w remains to be proved> that by this change 
i^pon the denominations of the coins, no change is 
made upon the value of the potind sterling; and 
that it will be quite indifferent whether people pay 
according to the new denominations, or continue to 
pay according to the old denomination, provided in 
paying by the old, one half be delivered in gold^ 
and one' half in silver. Example; 
Let the stua to be paid be ^21 ster* 
. ling, 10 guineas in gold at the old 

denomination ^10 10 

210 shillings at 12rf. each. .......... 10 10 O 



Together ^21 o o 



Digitized by .VjOOQIC 



106 PRINCIPLES OF UONEY. 

What is tiie value of these coins at the new AerkCh 
RTination? 
The 10 guineas at 90*. 6d. the new 

denominadon. ^ 10 5 

The ^10 shillings at 1 2.2!&65d. 10 15 O 



jg21 O 



This will be a rale for the mint^ to keep the 
price of the metals constantly at par with the price 
of tlie market; and coinage may be imposed as has 
been described by fixing the mi^it price of them at a 
certain rate below the value of thc( fine metals in 
the coin. 

13, As long as the variation of the market-price 
of the metals shall not carry the price of the rising 
fnetal so high as the advanced price of the coin 
above the price of the bullion, no alteration need be 
made on the denomination of either species. 

14. So soon as the variation of the market-price 
of the metals shall give a Value to 'the rising species, 
above the difference between the coin and the bul- 
lion ; then the king shall alter the denominations 
of all the coin, silver and gold, adding to the coins 
of the rising metal, exactly what is taken from 
those of the other: as appears by the foregoing ex- 
ample. 

But it may be observed, that the imposition of 
coinage rendering the value of the coin greater than 
the value of the bullion, this circumstance gives a 
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eertaui latitncb in ftdiig the new denolniiiatioiis. of 
the ctieif ra aa to avoid miiulte fractwias. For pro- 
vided the deviation frotn the exact prc^tfnrtion ^all 
fall wilbin tibe pride of coiafigey nlv adraBtage can 
be taken by mekin^ ^kmn one species preferably to 
floother; sin^^ in either case^ the loss incjirred by 
mehing the coin nmst be greater than the profit 
iHMMle npon selling the bullion. The mini prke df 
the metals, howerer, may be fixed exactly^ that is^ 
within the valne of a farthing upon a potindof fine 
eilver 6r gold. This is easily recl^oned ai the miflt; 
although npon dvery piece in consmon etrcolatiOH, 
t^ fractions of farthings would be inconvement. ' 
15. That . nottritl^tanding the f emporary raria^ 
tiow made upon the denominalaoBD of the gold and 
filvftf wm»^ all oontraetSf formerly entered into, 
und all stlpolatibna in ponndd^ shillings^ and peiice, 
naay Qontinne to be a(k^tted ^cording to the old 
^denominatioBS of the toins^ paying one half in gold, 
and one half in sUtot; nnkis iii the case where a 
partieolar species has been stipulated i inMrbicb ci»e> 
tiaie snms^ must be paid according to the new rega^- 
Itition macfe; upoiat the cbnominatim 6f tbat speejea^ 
to the eted that neither profit or kwss may r^ult to 
imy 6f tlur parties. 

16, That notwithstanding the alterations on t^ 
rhv^t pric6 of the metals^ ktkd in the denoi^ina^ion 
tyf the coins, no chai!r^e shall be piade xiptm fM 
We%ht' 6f the particular pieces of the latter, except 
itt ^ie-case of a general recoiofage of on^ d^nomina- 
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tion at least: that is to 8ay> the mint must not coiB 
new guineas, crowns, &c« of a different weight from x 
those already in cunency, although by so doing the 
fractions might be avoided. This would occasion 
confusion, and the remedy Would cease to be of any 
use upon a new change in the proportion of the ra^ 
tals. Bat it may be found convenient, for removii^ 
the small fractions in shillings and sixpences, to jre- 
coin such denominations altogether, and to put them 
to their integer numbers, of twelve, and of six pence, 
Tsfithout changing in any respect their proportion of 
value to all other denominationa of the coin. This 
will be no great expence, when the bulk of the sil- 
ver coin is put into five-shilling pieces. 

By this method of changing the denominations of 
the coin, there never can result any alteration in tihie 
value of the pound sterling. And although fractions 
of value may now and then be introduced, in order 
to prevent the abuses to which the coin would others- 
wise be exposed, by the artifice of those who melt it 
down, yet still the inconvenienise of such ituetion^ 
may be avoided in paying, according to the old de*- 
nominations, in both species, by equal parts. This 
will also prove demonstratively, that no change is 
thereby made in the true value of the national unit 
of money. 

17. That it be ordered that shillings and sixpen«> 
ces shall be current for twenty years only, and all 
other coins, both gold and silver, for forty years, oy 
more. For ascertaining which term, there xnaf be 
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marked^ upon the exergue of the coin, the last year 
of their currency, instead of the date of their fabri- 
cation. This term elapsed, or the date ejflfaced, that 
they shall have no more currency whatsoever; and 
when offered in payment, may be received as bullion 
at the actual price of the mint, or refused, at the op- 
tion of the creditor, 

18, That no foreign coin shall have any legal cva-^ 
rency, except as bullion at the mint price. 

By these or the like regulations may be prevent^ 
ed. First, The melting or exporting the coin in ge- 
neral. Secondly, The melting or exporting of one 
species, in order to sell it as bullion, at an advanced 
price. Thirdly, The profit in acquitting obligations 
preferably in one species to another. Fourthly, The 
degradation of the standard, by the wearing of the 
coin, or by a change in the proportion between 
the metals. Fifthly, The circulation of the coin 
below the legal weight. Sixthly, The profit that 
other nations reap by paying their debts morecheap- 
lytoXrreat Britain, than Great Britain can pay hers 
to them« 



END OF BOOK FIRST. 
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BOOK THE SECOND. 



THE PRINCIPES OF MONEY APPLIED TO TRADE. 



CHAPTER L 

Conseqtiences of imposing the Price of Coinage, and 
the Dviy of Seignorage on the Coin of a Nation^ 
so far as they ajfect the Price of Bullion^ andtf 
aU other Commodities. 

W HATEVER tends to simplify an intricate 
theoiy^ greatly assists the mind. The dividing this 
hook into two parts^ seems, as it were, dividing the 
bnrden whSch the memory has to carry. The prift- 
^les already deduced may there ripen by a short 
panse, and the analogy of the matter which is to foi^ 
low in the second part, where new combinations will 
be taken in, will recal them to thei mind, and fix 
them in the memory. 
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i ^m liow to examine one of the nicest J)rincipleS 
in the whole doctrine of money, to wit, the effects 
of imposing the price of coinage, and the duty of 
seinorage upon Coiui 

When this question is considered, in relation to all 

the combinations which arise 1. From the nature 

of coin considered as a metal, and at the same time 
as a money of accompt. 3* From the influence thisJ 
duty, has upon the price of commodities. And 3* 
From the imposition itself, as it affects directly ^ the 
nation which lays it on, and all other nations trad* 
irig with it occasionally. When all these combina- 
tions are taken together, I say nothing will be found 
more difficult, than to reduce this question to a dis- 
tinct theory. 

. I have said, that gold and silveir ai'e commodities 
merely like every other thing. I have shewn the 
ntter impossibility of their being a scale, or an in- 
variable measure of value. I have observed that 
their being made into coin {among trading nations) 
has not the effect of rendering them less a commo* 
dxty than they were before, except so far, as by this 
pperation every piece^ instead of being valued by 
ita' owii weight, comes to be valued according to' 
tlie mean proportion of! all the pieces which a)m- 
posci the currency: and I have shewn how the ope* 
rations of trade ai'e capable to sift put and establish 
thi^ mean proportion^ in spite of very great irregula- 
i^e^* These are the principles laid down in the 
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fiM part, which we must keep in our eye while we 
examine this question. . ' *» - 

Since gold and silver, then, are commodities like 
eveiy other thing, the invariable scale of value must 
measure them as well as every other commodity, 
and money of accompt must be considered in no 
other light, than as a scale for expressing the pro- 
portional value of grains of metals, yards of stuf&^ 
pounds of wares, bushels of grain, or gallons of 
liquors. 

Let us now suppose a country where the invention 
of coin is not known, and where a yard of cloth of 
a certain quality, is coiumonly sold for 100 grains 

of cither silver or gold, no matter which The 

state, falls upon the invention of coining, the conve- 
nience of which every body understands; this 
coinage, I suppose, to cost 2 per cent. — Coin is in- 
troduced, and commodities are ordered to be 
bought with it. I ask, what effect ought this revor 
lution to produce upon the price of the cloth, accord- 
ing to strict theory, and without taking in any other 
combination of circumstances ? I answer, that the 
cloth ought in reason to fall 2 per cent, that is, that 
the price of a yard ought to be a coin of 98 grains. 
Here is the reason: He who formerly had the 100 
grains, had the value of the yard of cloth, and 
could change the one for the other when he would. 
Now he has the 100 grains, but he must give two 
grains to have it coined, before he can buy; be- 
eaue^ a£fcer this invention people will not trust to the 
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weighing of otjaers,. nor to the purity of tfee me-^ 
tals; but they will believe, upon the authority of 
the stamp, that in every piece a certain number of 
grains of the fine metal is contained. He, there- 
foiie^ who has a ooiti of 98 grains, comes to the 
n^rchant, and offers him his coin for his yard of 
cloth; di^ merchant demands a coin of 100 gr^^ins;. 
3ays the oth^r, these 98 grains which I give you in 
eoin, cost me two grains to have their weight and 
fineness ascertained; and if you refuse to rejMy mo 
for what I hav^ paid for this manufacture which I 
offer you for yofir cloth, I may with equal reason 
vdnse to po-y you for what you paid for weaving 
your wool into cloth. Now since I, in buying yonr 
cjoth^ must pay the weaver, so you, in buying my 
piece, must pi^y the mint* The merchant, con*' 
winced by this reasoning, takes the piece, and as it 
circulates from hand to hand, ev^ry commodity 
given in exchange for it, must fall 2j)er cent, rfijj^- 
tv^ly to the grains of metal it was worth before. 

From this it follows, that since tlie value of coin 
yiises above its bullion contents with respect to every 
coflimpdity, it must also rise with respect to the 
W0tai it is made of, just as wool manufaqtured rises 
rfvith respect to wool wliich is not manufactnred. 

Now let ns suppose that ^ prince, finding that he 
.has the exclusive privilege of making coin, shaU 
raise his price, of coinage to 8 per cent,, whftt wi{l 
-the consecfuenoe h? ? 

The.first jGonsequfipcfi of litis wiU. he io d^istroj, 
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or dt least to perplex 1»he ideas of hi» rabg^ects. with- 
regard to iSoin^ and to make them beliet^> thst it. 
ifii»the stamps and not the m^al which confititatei. . 
the value of it* 

Thcf next eotiseqn^nce will be, to reditice the 
price of the yard of doth, which vras worth 100' 
grains of metai before the inTeation of coinage^ 
from 98 whtre it »tood at first, to 92. Now let 
ns suppose thai this country, which we shall call 
(F), is in the ueighbonrboad of another which we: 
shall call (E), where there is both cloth of the' 
same quality, and coin of the same we^bt and fine- 
ness which costs nothing for the coinage. In th^ 
country (E), co&teHs parihus, the yard* ofdoth must 
be sold for 100 grgtiiis, iis k :i\as sold formerly in 
the eonntry (F) befoi'e the coinage was imposed. If 
the country (F) want the cloth of the country (E)- 
the doth they demand must cost (F) 100 griins the 
yard. If Ae country (E) want the cloth of thd 
coutttry (F), this clotli will also cost 100 grains; 
because to procure a coin of 92 grains of the coun- 
try (F), (E) must pay 8 grains for the coinage^ 
which raises the price of the cloA to 100 grains. 

Let us now sui)pose that for a certain time the 
country (F) has absolute occasion for the cloth of 
flhte country (E). The merchants of (F) who carr^ 
on this trade, must send bullion to (E) to pay for 
ttifs cloth. But the merchants of the country (F) 
who deal in bullion, perceiving the usefobies of irfor 
this trade, will then raise* the price of Ae lOO grains 
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of it aboviB the 92 grains in coin (the common 
market-price of bullion before this trade was 
known), and according to the demand made for the 
foreign cloth, the bullion will rise in the country 
(F), until 100 grains of it become exactly worth 
100 grains in coin. The bullioa can never rise 
higher; because at this period, the coin itself will 
be exported for bulEon; and the country of (E) 
will accept of 100 grains in their coin as willingly 
as in any other form. Nor will it ever fall lower 
than 92 grains; because the mint in the country 
(F) is always ready to give that price for all the bul- 
lion which is brought to be coined. 

Her^ then is a case, where the coin is made to 
lose all its advanced price as a manufacture; and 
this is owing entirely to its being a metal as well as 
a money of accompt. 

Th^ consequence, therefore, of this reyohxtion 
9Ught to be, that as^ the price of all merchadize 
ought to be a certain number of grains of bullion or 
their equivalent, the yard of cloth ought at thia 
time to cost, in the country of (F), 100 grains, either 
of coin or bullion, since they are become of th« 
same value. 

• Farther, in proportion as this demand for buUion 
comes to diminish, that is to say, in proportion as 
the balance of trade becomes less unfavourable to 
the country of (F), in the same proportion will coin 
rise in its price, when compared with bullion; and 
when the country of (E), in its turn, comes to haw 
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occasion fdr tfce couirtry ot (F), then (E) must pay 
as formerly for a yard of cloth 92 grains in buliioOy * 
and the remaimng 8 grains to .have it coined; in 
which cs^e/the yard of cloth will fall to the old 
price of 92 grains in coin, and will stand at 100 
grains in bullion as before. 

Bnt this theory does not hold in prac^tice, nor can 
it possibly hold, as long as the greatest part of a 
people are ignorant of, and even do not feet the re- 
volntions we have been here describing. 

The priccr of bullion is entirely regulated by mer- 
chants, who have the whole correspondence in their ' 
hands. It rises and falls in countries whew coin- 
age is imposed, in proportion to the state of the 
balance of ts^de at the time. The smallest rise or^ 
fall in the demand for bullion, is immediateljr 
marked by the price of it, and this ought (by the 
principles we have \>een laying down) to regulate 
the rise and fall of every' commodity. But this 
is by no noMans the case. Commodities rise and 
fall after a certain time only; and of this interval 
merchants will constantly profit. Does the price 
of bullion rise,' they immediately sell to strangers as 
if all priced were immediately risen; but with re^ 
gard to manufacturers, they hide the revolution 
with great care, and preserve prices from rising, 
until the competition among themselves discovers 
the secret. Does the price of bullion fall, they do 
all they can to ke^ up the prices of every common 
dity which they Sj^U to straifgers> untij the competi^ 
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tion among themselves obligeB them to bring t^em 
down; and with regard to mannfactnrers^ they are 
all in one interest to. rednce the prices in pr<yportioi» 
to the fall of the bullion^ which works ite efiects. fay ' 
slow donees. 

These are the operations of traders^ in times when 
there is z. Jluctuation in the balance of the trade of 
a country ; that is to gay^ m times when the balaoEice 
is sometimes faronrable^ and sometimes not. 

At such times^ the true inflttence which trade 
oc^ht to have npon prices is nevf r exactly known, 
bnt to the merchants; who s^dom fail to prc^t of 
their knowledge^ instead of commnnicating it for 
the benefit of the society* But this is not the case 
when the balance of trade is qnite overturned^ that 
is^. when it remains for a long time against a imtion, 
without any favourable vibration; as we shall pre* 
sently e3q)<lain. 

We have seen how, by the changes in the ba- 
lance of trade, the price of bullion is made suscep- 
tible <^ a variation in its value equal to the price oi 
coinage; and we have pointed out the prificiple 
which confines the variation within thesie Umks; 
to wit, the value a( the coin as a metal, prevents^ 
bullion from rising higher than its full denomina- 
tion as money; and the mint price, preserves if 
from falling lower than what the imnt is willing ter 
give for it. 

We have observed how merchants may {jrofit 
of such variations, and how they obstruct the ope» 
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ratien of principles upon the rise aad Ml of p^^ic^a. 
We now proceed to auotbea' eb.itm.df causes, whicb; 
teuqi greatly to destroy die due proportion of ra* 
bie between coia and merchandize. This with 
justice may be put also to the account of the imper*^ 
fection of the metals in performing the fimctaons'of 
money of accoun-t 

First, then, it will be agreed that it is far easier 
to make a price rise, than td make it fall; I be* 
lieve 1 might Ukt this for granted, without giving 
the reason for it At all times, a price which ha« 
k)Bg stood low, nmy be made to rise; but it is next 
to impossible to make a price which has long «tood 
high^ to fall in the iBame manner. jHere is the 
reason — Let me suppose the yard of an extensive 
manufacture which occupies a number of hands, 
to be worth lOO grains. The workmen here live 
nearly at the same expence, and I suppose them to 
liv^ upon the profits of their work, when they sdl 
at lOO grains a-yard. The price rises to 120; here 
is an additional profit of 20 grains. If a sudden 
turn should diminish the demand which raised l^e 
pfice of Ae merdtiandize, it will fall to the old i*ate 
wathout mojch difficulty; the workmen will consider 
the 20 grains addition as a precarious profit upon 
wiiidh they cannot reckon; but let the price of 120 
grains remain unifbi^mly for some years, the 20 
grains will cease to 'be precarious profits; they wiM 
-consolidate, as we have called it, into the value of 
Ae merchandize; because €he workmen, by having 
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long enjoyed them^ will have bettered their Way of 
living; and as they are many, and live uniformly, 
any thing which obliges them to retrench a part of 
theiiip habitual expence, is supposed to deprive them 
of necessaries. 

This is sufficient, as a hint, upon a subject whicli 
branches out into an infinity of different relations, 
not at all to the present pui-pose. But it is veiy 
much to the purpose to shew how the imposition of 
coinage must on many occasions, have the eflect of 
attachitig the price of commodities to the denomi- 
nations of the coin, instead of preserving them at- 
tached to the grains of the metals which compose 
them, as in theory they ought to be. 

When wars, e. g. occasion a wrong balance to 
continue for many years against a nation, this keeps 
coin at par with bullion for a long time. Is it not 
very natural, that d9ring this time, manufacturers 
should estimate their work according to the coin, 
and not as formerly, according to the bullion ? The 
consequence of this is, that when peace returns, 
and when coin begins to rise above the piice of 
bullion, the manufacturers stick to the denomina- 
tions of the coin, instead of descending in value (as 
tfiey ought to do by theory) along with the bullion. 
What is the consequence of this? It is that the 
prices of manufactures ybt* home-^onsun^tion, and 
of commodities peculiar to the country ^ stand their 
ground; thajt is, prices do not descend, and cannot 
b^ brought down by merchants. 
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But as to manufactures for exportation, which 
are not peculiar, but which are produced by dijBb- 
rent countries, the prices of these are violently pulled 
down by the force of foreign competition; and the 
workmen are obliged to diminish them. 

The imposition of coinage, therefore, does ^not 
taise the price of such merchandize as is in commoti 
to several nations, and which trade deinatids from 
each, without any competition with the natives; 
that is to say, the prices of them stand as foymerly 
with respect to strangers ;^ because, though the prices 
be made to sink at h^ome with respect to the bullion- 
Value of the coin, yet strangers being obliged to pay 
for them in those coins, are also obliged to pay an 
advanced bullion-price for the coin, in order to pro* 
cure them. This is the price of coinage. 

On the other hand, with respect to such commo^ 
dities as ^re peculiar to the country, the prices once 
raised and continued high for some time, attach 
themselves to the denominations of the coin, and 
rise along with it* 
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CHAPTER Ih 

Cffnceming the Influence which the imposing of th€ 
^ Price of Coinage^ and the Duty qf Seignorage w 
the English Mifity will have upon the Course of 
Exchange and Trade of'Gre^t Britain. 

XN th^ preceding ehaplier we baTee^nmiaed a yer;f 
piM theor j» ia which 3ach a oumber of cifoftmstaB^ 
c^ depending uppa fact^ have beea combined) that 
little stress is to bf^ laid upon several cpncltision^ 
which have been drawn from it, anles$ tbe^ be ap- 
proved hf ^perience. 

Let the best wcNrkman in London make a watth^ 
he cannot dtp^cid upon its being a good one, until 
it be tried; and when that is done, the application 
of his theory will enable him to discover all the de- 
fects and irregularities in the movement. It is just 
so in political matters; the force of theory is not 
sufficient to form a good plan; but it is usefxrl for 
discovering many faults which could not have been 
foreseen. 

It is impossible to lay down a distinct theory for 
the rise and fall of the prices of all sorts of commo- 
dities in a nation such as Great Britain. AH that 
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*an be said with certainty, is, tbat cdfnpetKBott 64 
the part of the cottsumters Will make therm ti^, BtkA 
that competition on the, part of the furnishers Will 
make them fall. Now, the competiti<yii aniofig the 
ftirnishers may be reduced to theory ; beesbtlse it H 
" fixed within determinate limits, which it cannot ex* 
ceed, and is influenced by this principle, vh. that 
when profits are reduced to the minimum, that fe, 
to the exact physical-necessary of the workman, all 
competition among furnishers must cease. 

But the competition among consumers is fried 
within no determinate liridts; some demand to i$a- 
tfsfy physical wants; others those of vanity an^ ca- 
price. Most inland demand for consumption is of 
this kind, and Conseijuently it i^ impossible to fore- 
see what eifect the imposition of Coinage will have 
upon the prices of many commodities. Perhapi 
ihey will fivictuate with buliion; perhaps they WiH 
adhere to the denominations of the coin. Experience 
alone can bring this matter to light, 

Btit with regard to such commodities as are the 
object of foreign trade, priced are iiffffueiiced by, cer- 
tain principles on both sides. Merchants, not the 
eotisuniers themselves, are the demantlers here.^-* 
Neither vanity or caprice, but profit alone, regu-* 
lates the price they offer. Thus it is, thkt as all 
competition among furnishers must cease upon the 
reduction of profits to the mmimnm, so all demand 
from merchants, who in this case represent the con*- 
umei^, must cease> so seofii as prices rtee dbovef 
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what they can afford to give, consistent with their 
ininimnm of profit upon the sale of what they 
l)uy. 

The degree, therefore, of foreign competition will 
iJone regulate the prices of several exportable com- 
tnodities, and of consequence, the profits of such as 
are employed in them, as has been said. This pre* 
fuised, we come to examine the influence which the 
imposition of coinage, will have upon the course of 
C£Kchange and trade of a nation^ 

In speaking of exchange, as far as it influences tl)e . 
decision of this question, we must throw, out all ex-s 
traneous circumstances, and endeavour to reduce it 
to the plainest theory. 

When one nation pays to another the price of 
what they buy, the interposition of bullion is una*: 
voidable; and the whole operation consists in com-r 
paring the value of coin with the value of bullion in 
the one and in the other nation. 

Suppose France to owe to England 1000 poundsi 
sterling; what regulates exchange here is the price 
pf bullion in Paris and in London. The French 
merchant inquires first, what is the quantity pf bul- 
lion in Lpndon, which at the time is equal to the sun^ 
he wants to. pay? And next, what this quantity of 
Imllion will cost him to procure in the Paris marr 
ket ? Upon this the par of exchange ought to be re* 
gulated. \yhatever is given more than this quan* 
tity is the price of transportation, when the balance 
fHf trade is against France. Whatever is given lesa, 
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may be considered as the price of transportationj 
which the English would be obliged to pay, were 
the balance against England, if the French mer- 
chant, by sending his paper to London, did not save 
England the trouble, by diminishing so far the 
balance against it: and of this France profits, until 
the balance tarn to the other side. Now let us 
leave thd price of transporation out of the question, 
and consider only how the imposition of coinage, 
by affecting the price of ^bullion, may influence the 
course of exchange. 

We have seen how the imposition of coinage 
ren4ers the price of bullion susceptible of a varia* 
tion in its price, equal to the amount of the imposi- 
tion. Whel^ver, therefore, coinage costs nothing, 
there bullion and coin must always be of the same 
value. 

The bullion, therefore, in France, may vary 8 per 
tent, in its price, according to the balance of trade: 
tibe bullion in England must be supposed invariable, 
let the balance stand as it will. 

According to this representation of the matter, 
may we not say that bullion in England is always 
at the highest price it ever can be in France, since 
it is at the price of the coin? Is not this the condi^ 
tion of France, when^the balance of her trade is the 
most unfavourable it possibly can be? 

Is not this an advantage to France; since France 
can buy the bullion with which she p>ays her English 
4ebts cheap in her o^^ market, and can sell it dear 
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in tbat of her creditor^ Is there not a profit in bny^ 
ing an ox cheap in the coontr j^ and selling him desyr 
in Smithfield market? 

Now let me consider the difierenee there i$ be^ 
tvrcen the trade of France and tl^t of Englaxid at 
matters now stand; and what woald be the ease, 
were the regnlaticms of the mint the same in both 
conntries* 

Suppose France buys in England for lOOOponnda 
of her gaineas in Virginia tobacco; and that Kng^ 
land buys in France for 1000 pounds of her loni^ 
d^ors of Bourdeanx claret^ is not tins called par? 
Will not France pay her debt to England with lOOQ 
pound of gold bullion? Whereas England must paji^ 
lOSO pounds to France; because 1000 pounds 
weight of her louis d'ors, is worth in France 1080 
pounds of any bullion of the same standard. — 
The 1000 pounds then compensate the lOpoponnds; 
the SO pounds over^ must be sent to France, a&4 
the carriage of this quantity only^ ought to be paid 
for according to the principles of exchas^. 

Here is evidently a balance of trade against 
En^and of 8 per cenL above the real par of the 
HMstals* Will any body say that the 8 per cent. i» 
paid for ih^ transportation of 80 pounds of bullion 
dne? Cartainly not. 

Now if the English should declare that they^ for. 
the iuture, would coin neither gold or silver bullion 
for any person, but at the rate of 8 per ceftt. below: 
the value of tha coin; and if it be true^ that this re* 
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gnlation would have the effect of sinking the prica 
of bullion, on many occasions to 8 per cenL below 
the coin ; in this case, would not the English and 
the French acquit their debts of the 1000 pounds 
weight of their respective coin upon the ^ame con* 
ditions? 

If it shall be found, that English draughts on Par 
xis, or French remittances to England, shall at aay 
lime occasion bullion to rise in the market of Paris 
above the mint price, will it not be allowed that 
rach a circumstance demonstrates that tiie balance 
of trade is then in favour of England? If at that 
same time it shall be found, that exchange is against 
England, will it not be a demonstration of the truth 
of what I have here suggested as a question worthy 
of examination-} 

For if the balance of trade be against France, so 
as to make her buy bullion to send to England, thi$ 
is a proof that she owes England a balance ; and if 
at the same time the English be paying above the 
intrinsic value of the metals (in their respective 
coins) in what they owe to France, this additional 
value cannot be paid by England as the price of 
exchange, or to pay for the transportation of their 
bullion, but to pay the French creditors the addi- 
tional value of their coin above the price of their 
bnlliotL 

May we not also conclude, that in a kingdom 
such as England, where coinage is free, the course 
of exchange is no certain rule forjudging of the ha- 
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lance of trade with France; but only of the value 
of French coin above French bullion? All authors 
who have written upon exchange, represent the 
advanced price given upon bills above the intrinsic 
value of the coins, to be the price of carriage and 
insurance, &c. in which case exchange, no doubt, 
may mark the balance of trade; but if an advanced 
price must be given in order to put bullion into 
coin, or in other words, if the metals in the coin be 
worth ^yer cent, more than any bullion of the same 
fineness, is it not evident that a nation may be draw- 
ing a great balance of bullion from another, al- 
though she be, at the same time, paying 8 'per cent. 
above the rate of bullion, in the sums she re- 
pays Xo the nation which is. her debtor upon the 
whole; .that is to say, although she be paying 
above the real par of exchange, as it is common^ 
calculated. 

If it be here objected that this cannot be the case, 
because when the balance of trade is against the 
nation which imposes coinage, their corn falls to the 
price of bullion : I answer, that a balance may be 
against such a nation, without producing so great a 
fall in the coin. Coin is reduced to the par of bul- 
lion when the balance is at the height only against 
a nation, and when it has remained so for a long 
time. Who would give coin at a discount of 8 per 
cen^ if there were a prospect that in' a few days,, 
weeks, or even months, it was to rise to its former 
value? 
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:r>T^€^.^<e tlie rfasons >vl|ich eng^!|4 ^^^ hi j^ 
fbfnjeir ^b^ter^ to lay it down as a rule^ tb^t tr^r 
l(ig 6|;^te^^ shaiild endeavour asooe^rly ^ ^sible^ 
to pb$eir¥!e tbe s^i^e i^gulatiQQ^ ititb tb^^* n^gbr. 
hmm bi ^teryj;bi)ag:i:4p.ti»(| tiitbjwr c<>iii, ; ^ 

From what has bje$9^ S|u4> it A})p^9W$ tb4t tbA<^l0r 
Worn method; of calc^j^ting thje j€«^ piai: af ox^siiage 
i^npt corveot^.sinoe it is eokal^ted by ooKifAsiiig 
tbequaality of fyxe)mlii^niniS^§kKU%'t^^ 
Ixibiaitingvtb^ diflrer«nc0 bQt^v^eeu the bullion pwd fot 
lfe§ P^p^r, and the bullion receiyi^d ii3t paymwt of it^ 
CIS the price of transportation. This^ I say, is by no 
meknd cwrecti nox: is ;it po$9ible it,j$b<EMild be so^ 
i^al^sbiUs 0f ex(shange i9»re specified in. the. weight 
Qf finQ bullion; if^stead of being apej^fiid m tfae^et 
nominAtiohs of, tb^ ioain* . J^n s&smple will make ~ 
this fjain. : » 

Wew a mercbanit in:L<Hi£Ldn/'t&; siskibf afloi9dier 
who haa ia <^orre3pdndenee in Patis> to' give him ^ fun ' 
order for a hundred yards of Abbeville cloth, and to 
oJEeri hinn^ in iei;ai:change,i the same iqnantity of ddth^ 
c^jgi; wjprfse qwJUity, would .n«t:ithe nie«cba«i*: tQ 
whom £hi^ pccfuosal ia niade, iminediately calculate 
thtt value' of both cbhimbdities, and d(»nand the 
difiirel^e of the value between what: he w4s to gfrve> 
kai whit^hfe iwas^to r^cieive?^ OdiiM ' 'feVer this dtflfes. 
l^ence .be'Cl6*[sldered as ahy thin^ else' than the dif- 
foteii«?e''1)etT<*ek tlie real worth bf tlie connhodities? 
Sbt were tbey to feichahge at' Lohdon ari htmdred 
pbuhdiSi of fine silver bullion/ibr the same weight at 
S 
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PiK^iS) the prG»portion ot the metalsf ^beitfg ^appoBtd. 
ihe sstme in both places; then if the merchatit de- 
manded one grain more than he w^s to give, H 
ttiiist be upon the account of transportation; he- 
cause, weight for weighty there is not the smallesi 
^iflference betwieen the fine metals. 

Bills of exchange, then, being all conceived i£L 
denominations of money of accompt, f Waltzed in 
tmn; and coin altering in its value with i^g^id i4 
bullion; it is evident that the real par cannot be 
computed upon the bullion alone contained in th4 
coin. 

By the Imlance aftrade^ I here constantly under- 
stand a certain quantity of buUion'Sent by one na- 
tion to another, to pay what they' have not bedn 
able to comp^QuuKte b^. an eacchau^ of their con^ 
modities, remittances, &c. and not that which they 
compute in their bills as the difference between the 
respective values of coin and bullion in both - coun- 
tries. 

How, then> is tiiie real par of exchange to- be re* 
gtdated, so as to determine which nation pays a h»« 
lance upon the exchange of their cmnmodities? 

I answer—To determine this question, let bullioa 
pver all the commercial world.be stated ^ loo, 
and let coin in every country be compared with it 
according.to the current price in each country. . I;i 
Ei^and, for example, (were all disorders of tihe 
^oin removed), coin must ^ways be at lOO. In 
France, when the balance is favourable, at lp3.^7. 
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In Hmmwf, '{weietiih^ Emperor's late regalatkm 
with Bavaria to be made general), at 101% Aftd M 
forth, according td the prifeei of coinagl^ impesed 
every iirtifer^. 'llhese' advanced values above the 
100, ii«9e# Cjaii liste high^rVand the more thiebtti 
laiice df their re^eetiV^lt^de is tinfavourable, the 
nearerr they 'will s^virially - dome to 100 ; befow 
which they liev^r ' can fell. ' These fluctuations will 
constaiitly bb marked in e»xchange; becaiise all dr^ 
comstances are exactly combined by melrchd^tdif 
hot the balance df' the trade, and the degr&e of ity 
will only be marked hf the degree in which the edo* 
cko^e V Aries Jfvm^h^3e proportiom\ ' 
- Let m0 sn|l{>ose; the trade of France to be favoQir* 
able tipod the wllole, by great commissions &o*to 
Cidiz,^ aiid bbllion at the same time to be carried to 
tte' mint at 8 per cent, belov«^ the price of coin. 
"- Let me suppose, that upon all the trade of £ng-> 
land with France, there sliall be, at this time, a ba- 
lance ot2per cent, seat ftv>m Fr^ce to England in' 
bullion; and upon the trade with Germany a ba-^ 
hmoe of 1 j9er ci^nl^. . * 

. I say> tbat the^iir €f exchange betw^eeii Englnnd. 
and Fraflkceis 9- per cent, against England; andthat^ 
the parofeMhange between Germany ^tid Fitmc^^ . 
i^f per cent, , i.v 

The course of exchange, therefore, if it^b€f^ai Irnte' 
to judge by> ought to mat*: 6'per ^nifJfegainst Eng- 
land; Which I say is 2 per cent, in her ft^v^r: aid- 
the exchange with Germany ought to mark 6^ per 
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cent^ againftt Genusny; iiekich I call 1 jm^cm^. li 
her&totir. '^ 

: An cdcam^ nvdll mdce this pladn« 

.Si]^pose Ea^lbb gaioeos^ Gerfiafan eaxdUnsy a»d 
Fifnch lonia^ to be all of tbe «|Lme weight aad fine* 
n^ga;. I say, the reai fOT'iOi^b^ ex^mfih yr^hs^A 
statecl is .betweien Fws filftd Londc^fi^lOOjoiiis rVQ 
eqiial to. lOS.goiueaHJ WdjQse thi& l98/l0iii$ -alPt 
WiOith. 100 gvitte^ ki .•Lca)dbii^ and 1^8 ^gmnms 
%te worth no idote thbn 100 lonis in Partd. il^aiii^ 
l;K^€ea Falris tod Franefort/lOo lonis' 4re.'^«ial 
to 107 Cairoljnar because 106' fearolins are* wdrtk 
at Paris 100 louia; and 101 Icnis a«\ Fraacfirft 
at^ worth: 100 camlins; coaseqnfiBtty, the i£K*- 
Utouce beti^^n 107 and lOB is the real, par, tb 
wit; 100 loqis fw 107 carollns. NiiiV -w to the 
par betwecaa I>Pfi40n arid I Fcasie^Dot, -hew' . 1<I6 
carol^dS)ec]ii£^ 101 ^tteas; becajoae lOO^tafoDns 
in London-are worthi 100 gnineas; and iOlr ^ai>^ 
neaft at FhuMfork<9r« woitfi iM^mom 
Tolina. • 

Now in the ordinary way of Ittckoningr the nnif 
pOTy the 100 lonis, 100 oar^ins, anA lOd gniaetis,. 
areall snppQ^dd tobepf the same (ralne, in theiiditao: 
markets; and the <£ifemaoe betweenVlUs supposed) 
valne^ and what is paid for it, is snppdsed to be 9i 
loss ppon tmdse. \ . \ . » 

ThegfaeralmUi, ^het^pfore, Ithirik, .ia> to aetklcf 
t^^^re^ fsff of diflSsrotft coiASi nc^t/aocbulUng^to .the; 
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fo2Sb'^ they HCdtitatby but ^c^^^rdhig td th6 ty«^<m 
ttoey «Fe Wctffe^inf dteir trhrti iriferk^^t the thne. 

fllt'ii^Mrf^n^robO'.)) Wf^ht 'o^Vitirftdhrd \nA\ismi 

MidHlriift fboO'f^iiaiid^ ^^ffiewdgh^dft fouls' 

fStfa !*tty^ W Paris «J80^' jKyaftfe weight of' the sainii' 
rtkitkMl'tMllli&til ^thijfl ^6 idoo potthci^ weighv<jf 
§6i^^» a dt the teftl pilt wkh 91^5 -AlV^pbundil 
li^^€BP<h» >l^^S,^(^'iK>t lit^ !s xioai-' 

iftimly Si^^iteid. ' * 

dif <^to^ddt]^iiifft4did 4JoWn4^ thl^;^^^ i^UtI<r 

hi^i^,' ^ieh Wght' to Mve entered into ^lir com^ 
yt^^dUd X^bintSr lefl^ to tlie midtt to ^t^tt«MB^),> 
then we may conclude — 

< FUil> :Tlk«t ^ 'o4^#S0 <lf ' eokc^li^^ ill 4ht^ (Way 
fiof^^^ki to MloMate^ ifiie tM ^Wt/ is' ^o mk fWf 

iHkoli^B'tf. tii«: Fjrcandi H^ tddier )^tbiiires:tW 
English nation^ >audtanmtDMilAhftih cbndnd^ T|Oi^[ 
the course of exchange, that their commerce with 
France is extremely disadvantageous: or, if it' be 
really disadvantageous, *that it is the imposition of 
a duty on coinage in the French mint which oc-- 
casions it. 

As to the question, whether from the course of 
exchange, and because the French crown is com-> 
monly paid with thirty-two pence sterling, it may 
be concluded that the balance of trade is agamst 
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Sflglatclj we have decided that it cannot. / , If tficsr^ 
be na otl^e; obj>cti<m against the trfid^ of FrMf99 
bat tljiis Ip$s upop exchaage; and if it b^ txpe that 
this ia.qo; proof oC trade's , beiiig agiii^atJOi^liaii^ 
but th^i consequence only of her frise coinafe; . theq 
i( will fplloi^^ that, England may lay ast many ^r^? 
s^ctipns^ 4titiea^ and clog!i|> lipon th^ Frcsich tir^ei 
9S she pleas^^ and ms^y even redfi^it to Q0tl|ingf 
witliQu^ eyer removiqg; tbe cs^use of her oomplaint,^ 
while at the same time she may be nunli^ a i^ad% 
^hic^h pays her i^pon the whola a gseat balance^ :and 
vfon lyhich trade she.h^ it in. her powei: by fyU 
lowing ,a d^JSei^nt jsystem. in her Jpint^ to rw^ heif 
il^TChaage as fi^vpor^le iis/ with any 0ther nution jnf 
Europe* , . !. 

7 This [point sc^m^ to be a matter of im»' Bmallim- 
]l0rtati0p. t^ \E^ng|^and} since.. (iWim a mistake m 
point of fact^ into which . she is led fram a delmive 
appeatiuwe) .a t^ry hbclfative trade^ when considered 
hf. the balance it produces^ . may, npon false princi* 
'j^s^.be proscribed ad disadvantageous. • . i 



/ .1' 

, I 



. .. . t 



Digitized by 



Google 



HoasKniMTOVnamgr. 138 



, , JCHAPTI;R III. 

I • ; r 

Jfs the Loss which the Course of Ex(!hafige mtfrJc^, )9# 
\the Trade <j^. Great Britain wiih Frame 

relator apparent^ . . . 



Q. 



Questions are here proposed which I do no| 
pi;ietend to resolve; all I aim at is to discover hpw 
tliey^xnay be resolved- ,.i 

If this inquiry shall prove an inciteineut to. mei| 
of better cajpajcity, to review the same sul^ects^ who 
have more extensive combinations^ ii^ore experience^ 
l^ld better information as to.facts^ in this respect i( 
has some d^ee of merH;- / 

I answer to the question pr^opqsed^ that if tibie inji-r 
p93itipn. of a duty on coinage in E^land would 
have the effect of rendering her trade ^^ith f>ancQ 
pipre lucrative, then the lo^s marked by th^ course 
of exchange is i^al^ at least in part; if oth^^ii^, i| 
is only apparent. 

. What makes the comm&cc^ with any.couq^ lu- 
tji^ive^ is the, balance pai4 upon the ,exd[iiti^ pf 
t|ipir commodities. . : . » . l , . : /, - 

What reg^lat^the qiguiptity of commodities,tak^ 
from any country^ in the way of trade^ is the wants 
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of the country demanding; and what sets the ba- 
lance even, is the reciprocal wants of the other 
country •. Nations do not give up correspondence 
with their neighbours^ because these do not accept 
of merchandize in exchange for merchandize^ but 
because they find their advantage in supplying their 
Krauts upon easier terms elsewhere. ' 

Every merchant seeks ta^ell dear; and the dear- 
er he can sell, the greater is his profit: that mer* 
chant, therefore, must thrive most, who sells dear- 
est, and who at the same time can afford to sett 
cheapest. 

If an imposition on coinage shall enable Englatid 
to sell dearer, without depriving her of the advan- 
ttee oPbeing able to seH as cheap as. at present, then 
k Hvill follow, that an itnposition on coinage wifi be 
advantageous. If it shall lay her under a necessity 
of 'selling dearer, and deprive her of the possibility of 
selling so cheap as formerly^ then the imposition 
of eoitoage win be hurtful. ' ' 
' These principles premised, as a foundation for our 
reasoning, let us first consider the influence of coin-^ 
age'iipon the profits on exportation; and then pro^ 
ceed t5 inquire into the influenced it has upon articles 
of importation. 

"^ '-Afc'tb ^e first, I'must observe, that England, a^ 
^lEaSei^eiy othcfr country, has sev^^ artaclds of 
exportation, which are peculiar toherselF, and bth(^ 
M^ifeh" she nwrft sell ih cbibpietStidn With other na- 
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The price of what is peculiar is determined by the 
competition -of thpse who furnish it at home, and 
the lowest price is regulated by their minimum of 
profit. The price of what is common, is regulated 
by the competition of those who furnish from dif- 
ferent countries. 

If the prices of what is peculiar shall remain, as 
before, attached to the denominations of the coin^ 
after the imposition of a duty on coinage, the com- 
petition of those who furnish will remain the same 
as before; because prices^ will not vary; but the 
ietranger, who buys, must nevertheless pay an ad- 
vanced price for such merchanilize, because the na- 
tion's coin, with which they are purchased, will be 
. raised in its value with respect to bullion, the only 
.price he can pay with. 

If the consequent rise in the price of exchange 
should diminish the foreign demand for such Eng- 
lish goods, by raising the price of them in the fo- 
reign market, this at least will prove that coinage 
Joes not make prices fall proportionally at home; 
because if they had so fallen, strangers would buy as 
cheap as formerly, "• 

If the imposition of coinage, therefore, be said 
to raise the price of English merchandize in foreign 
markets, it -must be allowed that it will not raise 
the value of the pound sterling at home, by sink- 
ing the value of commodities; that is to say, the 
prices of commodities will adhere to the denomi- 
nations of the coin; and the coin bearing an advan- 
T 
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eed Tal0»^ abore wh^ lit bore formerly/ strangers 
must pay k. 

But will Bort this dimiitiib tbo demand for Englisb 
goods? Not if they be peculiar to £aglai»dy as w^ 
here 8Q]pqpQse- But allowing it should^ will not tbi9 
dimination of demand sink the value of the English 
eom^ by influenciQg the balance of trade? If so^ it 
will render reoiittanee^ to England more advan- 
tageous; poosequently; it will recal the demand* 
The di^ea^e, therefore, in this case, iseems to draw 
the remedy along with it. 

Now what appears here to be a remedy against a 
diaease, is at preseufi, as we may call it, the ordir 
nary English diet, since it is sinking the coin to the 
price of bullion. If, therefore, the having of coin 
always as cheap as bullion, can be any advantage to 
trade, the nation is sure of having it, whenever 
the balance is unfavourable, notwithstanding the 
imposition of a duty on coinage. 

Trade has its vicissitudes, and all nations find, at 
times, that their neighbours must depend upon them* 
On such occasions, the balance of their commerce 
is greatly in their favour. 

Is it not, therefore, an advantage to have a prin- 
ciple at home, which, upon such occ^asions, is oa^- 
pable of diminishing with us the value of that mer- 
chandize (bullion) which strangers must give as the 
price of all they buy? 

On the other hand, the same prindple seems to 
fly to the assistance of trade^ when the balanee hth 
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c<feies urifav<rarable, a& it Virtually diffifiii^h^ tb 
strangers the price of aH out iUbnimodMe^^ by ttdsL 
ing in onr market the value of that Commotfity 
(bullion) which they mnst give as the pritfe ofv^SM 
they buy. 

This may suffice^ m gfeiieral> uj^ii e^ortiii&% 

I now pass to the second pait ef this DperaddjH, 
to wit, the influence which the iiti|]N)sitio« of (*6itf- 
age has npon the interests of trade, when the tpsed^ 
tion 14 to purchase the commodities of oth€^ coffih 
tries. These operations are qnite diflferenf, a]^4ili 
examining this theory they mu!^ be carefully di^m* 
gmshed, 

We have seen how the imposition of coinage, 
during the favourable balance of trade, procures tb 
the nation an advanced price upon the i$ale of her 
exports. As long as it remains favourable, it must 
produce the same good effect with regard to her im- 
portations, by sinking at home the price of the bul- 
lion with which she must pay for them. Bullion 
must become cheap in the English market, in pro- 
portion as the Tialance of her trade is favourable, 
and in proportion b,^ it is cheaper there tfean ki 
oth^ Afrtiom (with resf^ect to their respe^Jive coins)- 
in thfe salloe proportion the nation has an advan^ 
tage in paying what she buys, or in employing 
her bullion for extending the fund' of fier owi^ 
commerce, 

Upon the other hand, shotrld the balance of her 
trade tbrni against' her, het btilfieni risei^. Ifhis rei¥- 
ders thfe price of a^B folfeigh fl^fcftaA^a*^ Aem^ 
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to the iinporters than otherwise they would be; 
because they must pay them in bullion. But this 
loss is at present constantly incurred; and when in- 
curred^ is not national^ the national loss is upon 
the balance of the trade; but whether this balance 
be paid in bullion at the mint price, or in bullion 
at the price of coin, the balance of the trade is just 
the^ same. Now if this wrong balance (which I 
•here suppose to proceed merely from the imports 
exceeding the exports upon trade in general) ren- 
ders the purchase of foreign commodities dearer to 
the merchants, without costing more to the nation; 
is not this so far advantageous, that it discourages 
importations just at the time they ought to be dis- 
couraged, and thereby may tend to set the balance 
even again ^ 



CHAI^ER IV. 

OJ^thed^ereni Methods qf imposing coinage; and 
of the influence they respectively have upon the 
value of the Money-unity and upon the dchnestic 
interests of the Nation. 

HERE are two ways of imposing coinage; one 
by positive law, and by the force of that authority 
which i$ every where lodged in the legislature; th# 
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Other, which is more gentle, renders -the imposition 
almost insensible, and is effectuated by the influence 
of the principles of commerce. 
; I shall now give examples, of the one and of the 
other method; I shall point out some of the conse- 
quences which attend both ; I shall chalk out a rough 
draught of the principles, which may be applied in 
forming a plan for laying oa this imposition in the 
English mint: and last of all, I shall shew how 
the experiment may be made. 
^ Were the government of England to call in at pre- 
sent, all the coin in the nation, in order to be recoin^ 
ed, and to fix the mint price of it, as gold and silver 
standard bullion, at per cent, below the value of 
the new coin, this would be imposing coinage by 
positive law; and being an arbitrary operation upon 
the coin of the nation, could not fail of influencing the 
value of the money-unit. 

Were government, on the other hand, to give or* 
ders to the mint, to pay for gold and silver bullion 
for the future, no dearer than per cent, below the 
coin, this Would be no arbitrary operation on the coin 
of the nation, and would not, as I imagine, influence 
the value of the money-nnit, although it might 
sink the price of bullion, by the influence of the 
principles of commerce. 

The different consequences of these methods of 
imposing coinage are now to be explained. 

Were England during a wai', or at any time when 
the balance of her trade is unfavourable^ to impose 
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coinage by law in the manner proposecl, tire cons^^ 
qnence Would be, that all the specie in Great Britain, 
or at least a considerable part of it, might possibly 
be melted down, and sold in the market for bills of 
exchange. In a nation of 'trade, where credit is so 
extensively and solidly established, there wonid in 
such a case, be no difficulty to find an outlet abroad 
for all the metals in the kingdom; because every 
thing would then be considered as profit, which was 
less than the per cent, lo^s m carrying the coin 
to the mint. 

If it be objected, that this pTan has been inctny 
times executed in France, particularly in 1709 and 
1726, without any such inconveniences; I answer, 
us I have done upon other occasions, circumstances 
are to be examined. 

Upon such occasions, in France, the coin is or- 
dered to the mint, upon penalties against those who 
shall not obey; melting down is strictly inquired in^. 
to, and severely punished; all the rpads which lead 
to foreign countries are beset with guards, and no 
coin is suffered to.be exported; att debtis may be de-^ 
manded in coin; and all internal commerce is car- 
lied on with specie. 

Under these circunistaiices, it is very evident, 
that those who have coin or bullion, must either 
carry it to the mint, or bury it: there is no middle 
course to be folfowed. 

Let me here observe by the bye, how frequent it 
is to see people blame the greatest ministers rasjjy. 
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and Impute to them tbc most absurd opinions con- 
cerning the most simple matters. How much have 
the ministers of France b^n laughed at, for pre- 
tending to forbid the exportation of coin, in order - 
to pay the balance of their trade? They did not for- 
bid the exportation of the coin for the paying of 
their debts: on the contrary, this nation has some- 
times had its bankers, whose business it was to send 
coin to Holland, for this purpose. 

If the ridicule is turned against those states, who 
forbid the melting down and exportation of coin, 
wher^ coinage is free, I must also make answer,,that 
there the" prohibition is laid on, to save to govern- 
ment the expence of perpetually recpiniug what is 
melted, down, or of coining the foreign $pec|e -im- 
ported in return for that of the nation which has 
been exported without necessity- 
Let us next examine the consequence of imposing 
coinage by law, when the plan is so laid down (no 
matter how) as not to be frastrated by the total der 
'sertion of the mint- 
Is it not evident, from the principles laid down 
in the first chapter, that, in this case^ the-val^e of 
the coin mnst rise, not only with respect to bullion, 
but with respect to every commodity: or, in. other 
words, that the prices of con^modities must fall uni- 
versally, with respect to the denominations of the 
coin? For who will pay the same price. for a com^ 
modity, aft«r he h^ been obliged to pay [per 
cent, to purchiise the price with which be iftu^it 
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buy? But the moment the great operation of 
the general coinage is over> and that trade begins 
to work its former effects, while the balance of it is 
supposed to rfemain unfavourable, all prices will re- 
turn to their former rate, \i4th regard to the deno- 
minations of the coin, by the operation of another 
principle. The new -coin procured at so mu^h 
cost, will then fall to the price of bullion; that is to 
say, all the price paid for coinage will be lost, and 
. consequently money will retun;i to its former value; 
or, in other words, prices will be made to rise to 
their former height; because then nobody will be 
obliged to pay - per cent, to procure the price. 

Now, it is the efiect produced on prices by the 
return of a favourable balance, when coin regains 
an advanced price above bullion, by the influence of 
commerce, which my theory does not reach to. I 
cannot discover a principle, which can force the 
prices of articles of inland consmnption to fall and 
fluctuate with the prices of bullion; because I find 
them too closely attached to the denominations of 
the coin; and that foreign commerce has not suffi- 
eient influence upon them. As this combination 
is beyond my reach to resolve, I leave it to the de- 
rision of experiment. 

Let us next examine the consequence of impo- 
sing coinage by the influence of the principles of 
commerce. 

The method here is to leave every one free to do 
with his coin, or with his bullion, what he pleases. 
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1^ ]^|^l6 ineline to melt down or export the eoin, 
iflieyiftarf bate estiit liberty to do ite no pen^ltjf 
xieeA^tb be imj>osed; the expende of procuring new 
Coihy will be sufficient to stop the practice. 

Suppose then (as an example) that the mint price 
of fifie bullion should be fixed at » per cent, below 
the ccrin in Bngland; What principle could oblige 
I^eople td cany bnllioil to be coined? 

I answer ^When the balance of trade is Ikvour-* 

abl^ for England, that balance must sooner or later 
be paid in buHion; If trade still t^cmtinue favour* 
aUe, after the first balance is paid to £ngiand> 
what Use can thtfse who have the biillion make of 
it, if there be no demand for it to work it int6 
plate? To export it, by employing it in trade, does 
not remove the difficulty, because, while the^ bar^ 
landed stands ftlvotii^ble, export as much as you 
will, more bullion must enter than it is possible to 
ejipdrt in the way of trtide; for We do not suppose 
fhafct in exporting it, it is to be given away gratis^ 
The bullion, therefore^ not being demanded for 
exportation; not being permitted to pass current 
ftyr' motley; and liot being demanded for making 
itlto pilate; mtist be employed so as to be profitabk 
tb the dwner iifi one way or Other. For this pur- 
pose it must be lent, or employed within the coun- 
try for purchasing some sort of effects which pro* 
diice an income. For this pnrpose the bullion must 
be coined^ in orfer to rend^ it capable of circular 
tioii, and of becoiiiing price. - 

U 
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At all iimes^ therefore, when in ft coutitry there 
is bullion, not demanded as such, the proprietor 
carries it to the mint, he sells* it at the mint price; 
and as this mint price if stated at 8 per cent, below 
the price of coin, he gives it for the price he can 
get for.it: this be does without regret, because, if 
next day he should want to change his coin into 
bullion again, he will find it in the market at th< 
same value. 

Both theory and experience, over all Europe, 
where, £ngland excepted, coinage is imposed, 
prove, that bullion is caiTiedto the mint, and sold 
below the price of coin, weight for weight of equal 
fineness. 

By -fixing the mint price at 8 per cent, below the 
value of the coin, it is not necessary, that this price 
be made invariable: a power may be lodged some* 
where, by the state, to make deviations from the 
ordinary mint price. A war breaks out; lai^^ 
quantities of coin are exported; specie becomes 
scarce: May not the state, at such a time, deliver 
coin to the mint at the current price of the bul* 
lion? If peace return and trade become favoui:able, 
the mint may then be ordered to sink its price, in 
propor^pn to circuipstances; In short, tihe mipt 
may receive bullion at different pricee, at diiferent 
times, without occasioning the smallest confusion 
by such 'Variations in the intrinsic value of the cur- 
rent sp^cie,^vfhich must constantly t^e the same. It 
is of no consequence te^fffi^person who rec^ves it, 
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whether the coinage cost nothing, or whether it cost 
8 per cent. 

By this method of imposing coinage, all the ad- 
vantages reaped by France may be reaped by Eng- 
land. The bullion will be allowed to fall as low as 
with them, when trade is favourable. If it rise up- 
on a wrong halanoe/the mint need not be stopped 
in case .coin be. found wanting for the -uses of the 
states and when (hat necessary demand is satisfied, 
the mint price may be reduced again. 

The prices of commodities, certainly, will ijpt.h^. 
affic&cted ifmnedidtely by the imposition of cpxuage in 
th^ w^y it l^LS been proposed to lay it oU; but.l da 
not say that, upon some occasions, th^y may QQt be 
a^ct^d by slow degr^s. 

} Wh^n the -balance of trade at any time has $tQod 
long favourable fbr.England; When the coin bad 
remained loug con&idetably above the price e^ hvir 
lion; and wh^n, consequently, the miid: has b^n 
well employed; then the value of commodities, .aa 
has been said, may become influenced by the ope- 
rations of foooeign commerce, and.be sunk iix their 
price. Yet even here, this consequence is by no 
mieahs. certain; for this reason, that what turns the 
balance of trade in favour of a nation, is the dqms^ud 
which foreign markets make for her commodities : 
now this demand^ as it raises the valu^ of htx coin 
above her bullion, so it raises the price of her com-> 
moditiea, by increasing foreign competition . to ac-» 
^^uire tbem« . . 
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JHbfi? .09 Experiment may he tn/ade to dmos&er with 

certainty the reei JS^f^ts effhe imperir 

Hon of Coinage f 

▼V E have dw^k xery 4eng xspbi this pwrt of-mr 
rabj^et^ and fifter all onar endeavours to ehicidste Ae 
prineiple^ which ought to decide whether the impo* 
sition of coinage will raise the yalne ^ the pocmd 
steiiing^ in a ikipgdem which^ like GreaA Britain^ is 
m a mercantile coirespofidenee with nations whom 
tiads dnty is introdneed^ we have still been obliged 
to leave the final decision of the question ito an ex^ 
perknent. 

By that fifl<me<it iwiU be clearly discovered^ wfafr* ^ 
Aer coinage will have the 0§het, fiist^ df sinking 
"Ate prices of commodities^ to the prejudice of ma<* 
nnfactnrers; secondly, of raising the ^prioe of tiio 
ponnd firterling, to the prejudice of all the classes «tf 
debtors within the iiation; and thirdly,' of hurting 
trade, by putting England under the necessity <af 
selling dearer, without being able to -sell as cheap as 
before: or whether commodities will remain at their 
former prices; the pound sterling at the sante ^alue; 
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obliged upon other occasions to sell'^^^f^)«>irot|^^]^.9jt 
preset* X 

:Sli|^seipQai!»* -fe^ ))e j«^««ftd^ *»d ^ h^i^Ji^ of 
tv&At SKtmmMpio £iigla»d; t^t |^wiUM9i»t.ili«iU 
take lite ^resolntiav^ jto Mt abant i.thex^3)raiM^op .of 
tiie ooiii; :tkait thajr^ibtU publiahidiejpilsMa (^rQfi|Iw 
n|atioIl^ tfareei^pearsibefore :k he inte^^idedft^ joomr 
mitiioe; i^^fut; ^nesjr dball makse a oliGueiseimitheaneMi 
time upon the TOgulatioa ;of itbe mmty i^ o/eAsansf^g 
all fiilver iGmn^ «nd >aU guneats ^eKC^ ftk»s^ .^f 
(^t6€argelI.Jto^p«sfi:%>WQ^Bi4 that shillings. ^laU be 
QrdQvedtol)eiQD]^ed;<tl65 linilhe pmind troy^; ^<3ie. 
Qi«ttttprioe«esmion^ AS at f>rQi$mt ^i^ :i?efiird ^t» 

.€o ^iopn ;93 th€iye :^^ .^ a few 4i|iUiw8 of s}),x^ 
coined ft-^e, ikt ^hp iwint ,priee Jaeth i)f jql^ .»M 
^nr lie |diR[vii^isMo4; jswppose 4.3ji;er iciejia. Xhis* Jt 
tni^ip^^ Will m ft .^hwt liime ^ige .^n ^dyai^ced 
pviee :t^>fi(^^^A4^3mk the pdce<of bnUia^; 4^hifih 
w^'haxeth^ i^lbfltiof liecallii^g aU t^e giiipea^ pf 
the late King^ irom Holland and Flanders; because 
mn 4wwg ^9» 4ewer ikm bvHion 'm ^Bo^l^pd, 
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people will choose to send over currewt gtiinea» 
to pay their English debts^ rather ^thuia to remit 
bills ot exchange* 

In whatever way the experiment be made^ by 
the imposifioTX of the price of coinage^ a great ex* 
pence will be saved to the state; namely, the expence 
of the mint. The national coin will be kept at 
iiome, and, wben exported, will be preserved from 
the melting pot; This^ is the case with the French 
coin. Why are Ibuiis d'brs worth as mtu^h as goineas 
in mrany ^foreign :d)UDtries } It is evident that they 
are not intrinsically worth so much by 4l per cent* 
but they are virtnaliy «6 in the eyes of money-job- 
bers; beeanse, being exported from France while 
coin is fallen low by a wrong balance of their trade^ 
they stilL retain an advanced value, for this reason^ 
that' when sent back, npon a revolntion in /trade, 
they become better than bullion, by all the ad- 
vanced price of the French coin, at a time when 
iSieir balance becomes favourable ; and for this 
reason thfey are sought for, and are paid for in pro- 
portion: whereas any bullion, or any coin whatso- 
ever, is as good to send to England as her own 
proper specie. It is.thisr which occasions the 
guineas to be melted idown Without the i^mallest 
regret. 

It would be a curious inquiry to examine the? 
proportion of money coined in England and in 
France, and to compare the quantities coined, with 
the quantities io^ e^ist^pce* People ^commonly esti - 
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mate the wesllth of a nation by the quantity of its, 
Coined money. Some go farther, and imagine that 
the quantity. of the coined money is the? representa- 
tion, and even the measure of its wealth. I cannot 
be of this opinion, for reasons which I have given 
in another place; but I shall only observe here,' 
that coin, lit;e every other thing, is made in propor- 
tion to the occasions people have for it. 

The more equality there is between industry and 
consumption in any nation, the less coin they have 
occasion for, in proportion to the alienations they 
make; the more a nation is given to penury and 
hoarding, their occasions for coin are proportion- 
ally greater. 

. An example will make this plain. Suppose two. 
markets A and B in the same countiy^ where paper 
does not circulate; that 1000 people come to the 
market A with an intention to sell what they have, 
in order to buy wh^t they want; that 600 resort 
to the market B with an intention only to sell, and 
500 others oply to buy. In the last example, it 15 
evident, that the there must be brought to market, 
in specie, the price of all the goods offered to sale, 
or else a part must remain unsold: but in the first 
case, a much smaller proportion will suffice; be- 
cause no sooner has any one sold the goods he has, 
than he buys with the money he takes, what he has 
occasion for; so that the same money circulates 
from hand to hand* 

In proportion, therefote, to the trucks of com- 
modities for commodities, money is the less neces- 
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[^aty; and in {Proportion a^ people stell fei ofd^ t6' 
rfediz^, coin is^ the ihbre neefes^ai^. WHiett hbard* 
ing Was iti fashidtt; dtid'^heti letiditig ixpon ititerie^tf 
Was little known, had alienation been hb frteqiient as* 
at present, the quantity 6f coin required iiinst hate 
be6n much gti^atei*: At preset nobody Hbardfe, Wher^' 
lending at interest' is* lawful, exdept in nations Whei^' 
credit is preckridus. Hoarding from this motive 
is more hurtful that! frcfra any other; because, at 
the same time that by preventing the lending of the 
coin of the nation, it deprives the jhiblic of a cir- 
culating value, it dso prevents bullidtt from being 
lent by neighbouring states, 2tnd frbrti being carried 
to the mint by those who have it at home; Whereas* 
hoarding from avarice has none of these incon- 
veniences: and when credit is' good, there Will al- 
ways be found coin snfficient ; because' a denfand 
for it will always procure it- 

Why is it thoilght by some that ther^ is sd littlfe 
coin in England, in proportibn to What there is in 
France? Does aiiy liian imagine that this is at mark 
of poverty? By no means. Let the government of 
England proscribe the currency of paper money, 
the coin will quickly return ; because then it will 
be demanded. But at the present, tHe paper sup- 
plies its place, and so it goed abroad iti drdet to gain 
more; where'as iti Ffaiite it reriiains ait hbme, and 
produces nothing. The weallh of a nation can nd 
more be estimated by the quantity of' its coin, thaii 
the wealth of private people, by the Weigbt' df their 
pmrse. 
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CHAPTER VI. 

Mi^eUan&Diis (hiBsiiens.and Obsermt^iansf caneernri 

ing the Doctfine of Money and 

Coin. 



HE Tise^ therefore, of 'a misbellaneoms ' chapter/ 
after the deduction of the. general principles is ov»i 
\s to serve as an exercise upon them. - This is dona 
by introducing questions wliich may tend' to illui^ 
trMe 6r explain the niattfers alr^Euiy treated of, and 
which have*not been introduced in the- body of the 
work, for' fear of' rendering combinations too com« 
plicated, and'of dr^^ving the .attention from the 
main object of inquiry. When a particular ap^ar* 
ance, also, seems to contradict a known principle^ 
this appearance may here be analized, and the pe^ 
ctiliarity of the case pointed out, and ranged under 
the principle which influences it. Numbers of ob*- 
jections also occur to readers of such inquiries, and 
which even nattirally occur to the author himsetf, 
although he be obliged tb take no notice of them at 
the time, fot fear of inten-upting his» subject.^ — 
These may properly find a place in ^ subsidiary 
chapter. 

X 
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Quest, l. The first (question I shall propose for 
illustrating this subject shall be — ^Whence it corned 
. to pass that the doctrine of iribney is so extremely 
difficult and involved? 

Answ. This I ascribe chiefly to the introduction 
of a money-jargon/ employed by people who have 
had the management of mints^ or who have been 
practical merchants, without knowing any thing of 
the theory of their business* 

«As long as money went by weight, and was con- 
sidered as gold and silver bullion, the whole doc- 
trine of it remained clear a.nd intelligible: but the 
introduction of a namerary value> or denominations 
of money of accompt^ sometimes attached to ouq 
i|uantity of the^metals, sometimes to aneth^; have 
both introduced an unintelligible language, and 
have really involved the subject in so many extras 
neons ^iirciunstances, that, wh^i we consider every 
thing, the perple^dty is. not so much to be wonder* 
edat. 

. I.shall now endeavour to reduce these perplexities 
under some general heads. 

The first is, confounding ideas quite differ^it in 
» themselves. The terms* gif^ld mdsiher, moneiy ^ 
aecompt, coini bullion, and priecy are often ^under* 
sltodd and made use of as synonimous, although no 
things can be more difierent. 

llie terms gold and silver, should convey to iisno 
other idea than that of pure physical substani^es» 

That oi money of accompt represents an inyanafaie 
scale for measuring value. 
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Cain, eoaveys tke ade^of the pobltc imthorkf as^ 
oeaftatning ihc exact prc^portion of fine and ^cfj in 
a mixed Hietal^ and the reaiidiiig, ia a defeermiilaAe 
weight of it, the invariable scale ^ of moaftey, s<nne^ 
times correctly, sometimes incorrectly. 

Bullion carries the idea of certain determinate 
mixtores of the metals, commonly tusi^ertained by 
some pnUic stamp or odier» and dramng their va« 
lue exactly from the proportion of the fine metals 
tiuey contain, the workmanship being considered as 
of no valde. 

Price, again, when considered as consisting in 
coin, is a more complex idea still. In it are com^ 
prdbemfed the value of the metals-; the authority of 
the stamp for the cmrency ; the actual value of it ai 
a metal; and the common and universal equivalent 
of all things alienable. 

The ideas, therefore, of gold and siher, of modHey, 
of coin, of buUian, and dip price, are all difierent; 
they are commonly confounded, both in speaking 
and in writing: from this arises the first cause of 
perplexity. 

The second is owing to die common methdd of 
estimating the valne, and the pi'oportions between 
pM and silver; coin and buUion; m&ney and nter^ 
€han£ze* The tetiris usually employed to exprisss 
ancfa relations are, rinng and dnking^ or tibe lik^^ 
Peo|>le employ these termS) without preyi^isly agree* 
ing upon the thing which they are to consider aa the 
iiaied. The vahn of ond of the predious laetals is 
constantly relative to that of the other; and yet^ 
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without attending to this^ we sometiaie» consider the 
gold^ and sometimes the silver^ as the eomiiion mea^ 
sure: and while one is talking of gold as a commoii 
measure^ the person he talks to is considering it per^ 
haps the thing measured. This inaccnracy^ in^ supn 
posing sometimes the one as the fiked^ and some- 
times the other, involTes os in great obscnritira; es* 
pecially wheii we speak upon such matters witxb those 
who haye not distinct id^as on the subject: and 
if three or four people be eag^ed in a conversation 
upon money, every one using the same term in a 
different acceptation, the confusion becomes Mextri- 
eable. 

'In like manner, when we speak of coin and bul- 
lion, that of the two ought to be considei^d as the 
fixed which changes its proportion of vdiue the least 
with respect to all commodities. I * 

. Were prices attached to grains o£ JsiLver and gold, 
bullion ought in that case to be considered, as &xed; 
but as they are more attached to the denominations 
of the com, coin ought to be considered, as fixed^. 

In the next place, in speaking of coin andcpmr 
modities, we &ay, for example, tiiat ihetimpodition 
of coinage sinks the price of commoditieSt We da 
not, in this ca^e, speak correctly; bef^usbif an^ 
thing ought to be considered as fixed>! it is- tiie rela^ 
tive proportion of value between- the -diftpeirt sbrts 
of commodities^ In this case, therefore, I ijititk 
it would be more proper to say, that coinage .imses 
the value of coin^ than that it sinks tho valoe.of 
commodities. ' 
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To prev^it the! ambi^it3r of such -expressions 
frouct oo^slcming confusion^ without departing too 
far from 0(9mmon 'kngufi^> 1 h«%^e frcqiiently 
$poH^n of Oojpdiupdities M rising and sinking in their 
v^Ms with r&spect tpcoin; tut J hinve.at the same 
time observed the influ/^nc§ which this rising and 
s|ifkit)g,;ha^upoi^ tlie ri^iqg arid jinking of the value 
^f:th«.po«aml^i?Upg realized ie^ it, 
I ; 'JTi^ifdJyi Qur compaifing tl^ value of silver some- 
tiQ^f^iKith the pure n^p^^li^ soaietime$ with tjttat cpm^ 
|K>TO4^'With a]l<vy^ ift.vol!v6s.u6 JErfequently in a lanh 
gaag^! iwteiph h h^xdlj tQ be updwrtaod- i 
i Say,s,99e, a ppund of silver, tfoyj, is :^vo^th Cjf 
^ilUng^.: JH[0me4i>*,^.pojimd\of fifte silven W^ 
in England, says another, coin our pound troy 
pf tsilv^r ifltfi % ahmings* He means^the po^iid of 
staii^itt'd silfi^r, w^iiph cqntaw^ 18 pennj^rweigji^ 
pf;p9ppgr../3?y^,^tJUirjd>:our.pouAd of silver, ^hicfci 
w^ fioiij int:q:6* shUUiJgs, k not woath ijs, 6d.^ H« 
understands shillings of fine silver of, %he,^%tn^ 
jBK^ht with tbps^. of standard ailver, . Another 
^ffirm%, that aivouni^e^ of standard silver, whiph at 
i\if fakmt, 4pd in the cpjn,. id!wwthiiQnu}]3e;thfiai 
4kr< 24*.is worth in th^ W^rjfc^ *^. M... Menmm^, 
thatone must pay at tt^s rate fw silw bulUoxii 
when it is pur^ased with* over^rstted gold. . : . 
•; Fourthly, Another, caus^ ^f pi^ple^ty ia the 
in^ney-jarg^n, is the prodigiow^ahuse^of the bezxijis 
which expr^s the dQUQininatiotos: of tho. coin, ov the 
nmi^r^ unit, . 
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Fxeneh historians write familiarly of soms of 
money in livfes and crowns, throngh all the stages 
of the monarchy. Idiglish writers (for die most 
part) do the same, in speaking of pounds sterling. 
Nothing is more different, howerer, than the ideas 
expressed by the same term. 

Were any person, talking of lengths and di»* 
tances, to use the word Jhoty sometimes to signify 
yard, sometimes perch; or to nse the word im/e, to 
signify sometimes league, sometimes tncA, and some* 
times ya^Aoni; who conld comprehend one word of 
his disconrse concerning the matter ? Shoidd we 
not even langh at such a person, for pretending to 
inform us of any thing concerning lengths or dis- 
tances. 

If any change be made upon the ralue of the 
money-unit of a country, which is called a pound $ 
in propriety of language, it can no more be called 
a pound, after the change, than it can be called m 
ihinoceros. 

Fifthly, Another reason for the obscurity of mo- 
ney^jargon, is the manner in which writers express 
themselves, wh^i they speak of variations in the 
value of money. Upon this occasion, says mie, the 
king raised the money 5 per cent. What does this 
mean ? No man living can understand the express 
sion ; because it may signify, that he raised either 
the denominati j^n of the coin, or the vahte c£ the 
unit. If he raised the coin, he debased the unit : 
if he sunk the coin, he raised the unit A cwwm 
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of 6 livres ia a coin ; a li^er is a unit. If it be said 
that the six4iyre piece is raised ; this is as much as 
to say, it is made to be more than 6 nnites: conse* 
qnently, as^the silver in the piece does not change 
its weight) it follows, that the unit, or money of ' 
accompt, is diminished. On the otiber hand, if it' 
be said that the livre is raised, it implies that the 
crown, which contained 6 livres, is made to con- 
tain less than 6 nnits: therefore^ the value of the 
unit is raised; that is, it is made to contain more- 
silver than before. 

. Quest- II. What is the difference between the 
^ects produced by raising the value of the coin by 
the imposition of coinage, and raising the denomi-* 
nation of it ? This question is proposed as a faith^' 
mean of r^idering the money-jargon intelligible. 

Answ. The imposition of <5oittage, when it gives 
an advanced value to coin above the metals it C'otI'-' 
tains, is very diiferent from that advanced value' 
which the coin appears to receive when the,Sov6-^ 
reign arbitrarily raises the denomination of it ; or 
as the French call it, when he augments its nume*' 
imry value. 
-.When the imposition of coinage gives an advan-' 
ced value to the coin above the bullion it contains, 
this advanced value becomes nml, and extends itself 
to foreign nations ; that is to say, the coin, soaug^ 
mented as a manufacture, must be bought with 
iiM>re foreign coin than formerly. But when tint 
^wpimm,^OBf or numerary value, is augmented^- 



Digitized by VjOOQIC 



l60 PRINCIPLES OF MOKEY. 

the same piece (tlioiigb augmented in denomination) 
is hought by strangers with the s^me quantity of 
th^Bir coin ais before. An example will make this 
plain. 

Let us suppose tlie coin in France, in war time, 
tp be reduced to the value of bullion, and that the 
value, of a crown of three livres, by the course of 
exchange, should be then, worth 29r pence heavy 
silwr sterling money; if the balance of the French' 
trade should become favourable in general, and that 
coin should become 8 per cent, dearer than bulliou • 
in. the Paris market, then the price of the crown of 
three livres will rise 8 per cent, iipon the London ♦ 
exchange above 29! pence heavy silver sterling* 
money, altliough there be respectively no balance to', 
be, paid in bullion either by England or Franceii 
But let France ordain, that the crown of three 
livers shall be raised in Its denomination to six 
livres, and let the coin at that time be supposed to. 
be at par with bullion in the Paiis market, the/ 
^own of three livres will then be paid as formerly: 
with 29! pence : that is to say, the augmentation of 
the denomination will have no effect upon the value: 
of the coin in other countries; whereas the augmen- 
tation produced by the' operations of trade^: in con-* 
sequence of the imposition of coinage, is a real^aug- 
mentation, since it extends to foreign nations. 
/ Now it is certain and evident, that the augmen-' 
tatioa of the numerary value has the imdoubted' 
qffect of sinking the value of the nomerai^ «mit 
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feallzed in the coin; we ought therefoipe on sncH 
occasions to say, that France has diminished the 
value of the liyre, and not that she has raised 
the value of the coin> But the abuse of language has 
made people considet* the livre as the thing fixed, , 
Ind therefore thd coin is considered as the thing 
which rises and sinks. The consequence of this is, 
to introduce another abuse of language..-J?eople 
say, that the prices of commodities rise: I ask) 
With respect to what? Not with respect to the 
pieces of the coin, but with respect to the denomi^ 
llations they can-y : that is to say, with respect to 
livres; although the livre be considered as the thing 
fixed. There is, however, a reason why people 
should express themselves in this improper manner^ 
which proceeds from the perplexity and confusion 
of their ideas concerning money. 

When any king or state arbitrarily changes the 
numerary value of the coin, commodities are found, 
!py universal experience, to stick so closely to the 
denominations of it, that people are apt to liiinl^ 
that it is the king*s will and pleasure, and not the 
metal of which the coin is made, which gives it a 
value. But commodities depart firom these deno-< 
minations by degrees, and fix themselves a*new at a 
determinate value of the fine metals, proportioned to 
what they bear in foreign nations. This is brought 
about by the operations of commerce; and conse^ 
^uently, the rise of prices not taking place till som^ 
time dfter the Bumerary valu^ of the i^oin has httA 
Y 
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augmented, people a^ccustom themselves to say, that 
the augmenting the denomination of the coin raises 
prices^ and that diminishing the denomination sinks 
them. But did all prices strictly adhere to the 
grains of bullion contained in the coin, and not to 
the denominations of the numerary value, then 
language would change, and nobody would sp^ak 
about the rising and sinking of prices, but of the 
rising and sinking of livres, sols, and deniers. 

I hope, from what has been said, that the dif- 
ference between raising the value of the coin by 
imposing coinage, and raising the numerical value 
of it by "augmenting the denomination or numerary 
value of it, is perfectly understood. The first raises 
the value of the numerary unit, by giving a real 
additional value to the coin as a manufacture: the 
last raises, for a while, the value of the numerary 
^nit; merely because the price of^ commodities, 
being attached to the denominations of money of 
accompt, stick to them, until the operations of trade 
reduce them to their true principle. 

Whenevet*, therefore, the terms rising and sink- 
ing are applied to vali]^, the thing which is said to 
rise, is supposed to be the moveable; and the thing 
it is compared with, or with respect to which it is 
Sjaid to rise or sink, is supposed to be the term fixed. 
Every one, therefore^^ who reads books upon this 
aubject, ought, upon all occasions where there is 
mention made of rising and sinking of the price of 
the gold^ silver^ bullion^ coin, exchange^ or com* 
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modities^ constantly to cast his eye upon the thing 
which is supposed to be fixed^ and retaining this in 
his mind, he will preserve his ideas tiistinct. _ 

Quest. III. Let us suppose that the imposition 
of coinage, when properly laid on, will not raise the' 
value of the pound sterling; and consequently that 
it will not affect the domestic interests of Gi-eat Bri- 
tain: it maybe asked, What influence this impo-* 
sition will have upon the interest of her foreign cre-f 
ditorS) since it must affect exchange? 

Anbw. The foreign creditors of the nation will 
thereby be gainei*s, provided their interest continue 
to be paid in denominations of pounds sterling, and 
not in a determinate number of ^ains of the fine 
m^tala, as was proposed to be done in the four- 
teenth chapter of the first part. The reason is plaint 
upon all occasions, when coin carries an advanced 
price above bullion, those who have funds in Eng- 
land will gain upon exchange. This gain will no- 
wise, I think, be at the expence of the nation, but 
at the expence of those foreigners who have occasion 
for paper draughts upon London. ' 

A creditor of England (in Holland I shall sup- 
pose) draws for a thousand pounds sterling (the in- 
terest of his English fund) ; a Dutchman who owes 
a thousand pounds sterling in London, buys his bill: 
must he not pay the creditor of England, not only 
the intrinsic value of the bullion contained in the 
thousand pounds sterling, but also the difference bb- 
twe^n the thousand pounds sterling iji.coin^ and the 
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bullion it contains^ accordiog to the price of it ijo^ 
tjbe London market? This difference thenj receivedi 
by the proprietor of the English funds, is clear gaia^ 
to him, and is no loss to the nation; it is a Ipss to 
the Dutchman; 

Farther, every Dutchman who pays his debts to 
people residing in £ngland, must sufifer the sfMno 
loss; that i^, he mu3t pay the coinage, which at 
present the state mak^s him a present q£ 

From this I think it is plain, that while the ba«i 
)tQce of trade is favourable to England, or at par, 
|dl xemitttoces made by forei^ers, to pay thei? 
Jlnglish debts, must pay the coinage. 

The operation of this principle has not a littlo 
contnbuted to facilitate the establishment of th^ 
French credit. 

When France borrows, especially in war time, fo-« 
reigners can remit to Paris the money they lend near-^ 
iy at par with bnllion. Then they pay little. or no 
coinage^ and when peace is restored, the coin ris^ 
\ng in its value, they gain annually, at no loss to 
France, several per cent, upon their draughts fo]( 
their xnter^t, to wit^ all th^ advanced value of the 
coin, 

QiossSk IV, Is the preserving of the pound ster^ 
ling ajt t}ie mean valoe of a det^»inate weight of 
fee gold, and fine silver, a sure method of realising 
the unit of money of acwunt, so as to preserve it 
at a}l times invariable } 
Awsw* I epprebtod it i& nol; although it seema 
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to be llie best that can be devised^ upon supposition 
that the metab are to be made use of^ as the most 
proper sobstance for realudiig the scale, 

I faaTe said, in the beginning of this book^ that 
the nse of the scale was tx> measure the relative Ta-» 
hie of things alienable. Now the metals themselves 
being of the number of things alienable^ and their 
propor^n of value being nowise determined^ but 
liable to augmentations and diminutions^ as well as 
that of grain or any other commodity^ no scale that 
is attached to them can measure any thing but their 
weight aild fineness^ and consequently can be no 
permanent measure for any thing else. 
- Did the price of commodities risie and fall with re- 
spect to grains of the fine metals in the same pro^ 
portion that it rises and falls with regard to the com- 
modities themselves, the scale would be exact: but 
if the grains of metal can acquire an increment, and 
a diminution of value, firom circumstances entirely^ 
peonliar to themselves, such circumstances mustren-> 
der the scale they compose inaccarate with respect 
tQ the pirice of commodities. 

Now we have seep how the imposition of coinage 
enhances the value of coin* The rising and sinking 
of the interest of money has the same effect. The 
vicissitades to which credit Is liable, have a prodi- 
gions infiu^OLce upon the value of the metals. The 
manners evtn of a people^ which can b^ determinea 
by no principle^ operate the same efifect. When 
peopi^ for exaqiple, fire ^iven to hoarding, thrm^ 
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tals irome to be demanded with more eagcmesd^ 
that is, the competition to acquire them is greater; 
consequently the value of them with respect to aU 
commodities, is greater than when they are purely 
considered as money of accompt. 

That scale, therefore, is the only just one,, which 
measuring the value of the metals, like that of every 
thing else, renders every individual of a state equal- 
ly rich, who is proprietor of the same number of de- 
nominations of it; whether his wealth be in gold, 
silver, or any other property or commodity. 

Now I agree that, at any giv^n time, this is the 
case when the scale is properly attached to the me- 
tals; but it is not permanently so. A detenhinate 
property in land bears sometimes a greater, some-? 
times a less proportion to a determinate property in 
money. When the scale is attached to the metals, 
he who is proprietor, for instance, of a thousand de- 
nominations in coin, becomes richer or poorer ac- 
cording to the fluctujition of the value, of this com- 
modity, the metals. Whereas when the scale is not 
attached to any species of commodity, nothing cap 
change hi« proportion of wealth. 

The bank of Amsterdam pays none in either gold 
or^lver coin, or bullion; consequently it cannot 
be said, that the florin^ banco is ^littached to the me- 
tals. What is it then which determines its value? ^ 
I answer. That which it can bring; and what it 
can bring when turned into gold or silver, shew&T 
the proportion of the metak to every other coinmo-«^ 



Digitized by 



Google 



i»RINCIPLES OF MONEY,. ^ 16/ 

dity whatsoever at that time; such and such only is 
the nature of an invariable scale. 

To conclude; no material money, let it be con^ 
trived as it will, is exempted from vicissitudes in it^ 
value as a metaL This is proved by the universal ri- 
dings and sinkings in the price of commodities, - ia 
. consequence of circumstances peculiar to the coin« 
These risings and sinkings of prices, I say, are pro- 
perly the risings and sinkings of the value of the 
coin, and this fluctuation again in the value of 
the coin, is a lengthening and contracting of the equal 
parts of the scale of value which is attached to it. 
Now there is no such thing as any vicissitudes in the 
prices' of all commodities with respect to bank mo- 
ney, although nothing is more common than fluc- 
tU9.tions in agio, with respect to curi'ent money; 
consequently, bank money has a property and a sta- 
bility in it, which no material money is capable of 
acquiring, and for this reason it is preferable to it, 
and is properly considered as the thing £xed. 

Quest. V. Will not the imposition of coinage , 
in England prevent, upon.many occasions, the car- 
rying of bullion to be coined at the mint, when it 
would be carried were the coinage free? 
■ Answ. Without all doubt. When coinage is 
free, every man who imports bullion runs with it 
to the mint : there it is proved, cut, and stamped to 
his hand, and at no cost. Now. to what purpose all 
thi« expehce? Why carry bullioii to be coined, 
while tbe bdf^nceof trade is against a nation^. since 
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such bullion must b^ te-exported, together With A 
part of the national stock of the metals ? Besides^ 
the coming of it gratis adds not th6 smallest value 
to the metals considered as a manufacture; con-» 
sequently, upon the fexportatioA the \^hole price 
df coinage is entirely lost, and the national stock o^ 
coin is not thereby augmented ; nor would it be ang^ 
mented while trade Is unfavourable, were five hun*^ 
dred mints kept constantly at work. 

The imposition of coinage, therefore, has these 
good effects* First, it prevents bullion from being 
coined, except when such coined bullion can re- 
main in the country and augment the national stock 
of coin. Secondly^ as has been said, it gives an 
additional value to the coin, even in foreign coun-^ 
tries, and thereby prevents it from being melted 
down abroad, in order to be re-x;oined in other 
mints, and to augment the stock of coin in rival 
nations* 

I believe nobody ever imports k)uis d'ors to be 
coined in the English mint (notwithstanding the he* 
Befit there is in importing gold into England from 
.France, where the proportion of the metals is iow** 
er), yet nothing is more common than to caiTy gui- 
neas to every foreign mint, at the bare price of bul* 
lion. This is the reason why so little English codn, 
and so much French coin, is found in circulation in 
countries foreign to both these nations. 

Louis d'oiid, in consequence of the high imposi- 
tion of coinage in the Fr€«eh mint^ pus cmtwi^ 
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a)moit every where, for more tbaa tbeur mtrtnsic 
Yil^e, even when compared wijh th^ coin of th.e 
very uation where tbey circulate without- the sanc- 
tion of public authoirity ; and when this authority 
regitlates their currency, according to tl^eir intrinsic 
\9i\Wj iUQh r^olation has the same effect as for- 
bidding them altogether; because, tjbke moment a 
money^jobber lays his hand upQn them, at the st^* 
tute value^ be circulates tbena no more; but sends-^ 
them eith^ hack to France^, or to some country 
whei'e they pass, by a conyentional value^ above 
thdr intrinsic worth. Thus louis dors, as well 
as all French coin^ are effectually pFevemted from ' 
being melted down, and so soon as the.bala«ic^of • 
the French trade becomei? favourable^ they retuiiu 
hom§« 

; (^VEST. VI, Is not this return of louis d'ors to 
Brance^ upon the balance of their trade becomli:^ 
favourable^ a. loss to France? since, m this case, 
tlie balance of their trade is paid with a less weight 
ofl)ullion than it would be paid with, were their coin 
wpi^h no m^re than bullion. And secondly. Because, 
when the coin is exported to pay die balance, it is 
exported upon the footing of bullion, a|id when it 
returns it is paid back at an advanced price. 

The difficulty of resolving this question proceeds 
from the complication of circumstance^ in which it 
il involved ; and the intention of proposing it, i« 
tpshew how necessary it i^j in practice, to comhini . 
e^ery circumstance in political pr4;4)lexns^ 
Z 
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I shall thei«€fore observe, that since, at all times 
almost, French coin passes (ont of France) fof 
more than its intrinsic valne, it is not well possible 
to snppose thelt, e>^en during a wrong balance of' 
the French trade, their coin can ever fall so low 
as the price ofbnlKon; consequently, the French 
exporting their coin>'npon such occasions, above 
the value of bullion, are gaiilers of all the diffe-' 
rcnce. This compensates the loss (if any they sus- * 
tMn) upon the return of their coin. In the second 
j^lace, when the balance becomes favourable for 
France, and when there is found a profit in sending 
back the French coin, the demand ifiade for it by 
those who want to pick it up in foreign countries, 
raises the value of it in -circulation; this again fa- 
vours the trade of France, and makes the difference 
of' paying what one owes to France in bullion at 
the market price, or in louis d'ors at the advanced 
valuer very inconsiderable ; which consequently pre- 
vents merchciiits from finding any great advantage' 
ilk sending back large quantities of it. 

Or in another view. — ^This going out and return- 
ing of the French coin, may be considered as a loss 
to France in this respect, that when the balance of 
her trade is against her^» when her coin loses of its 
advanedd value in payments made to strangers for 
the price of foreign commodities, those who con- 
sume such commodities in France^ must consume 
them at an advanced price uy themselves, but at no 
additional profit to- fm-eign suppliers ; because as to 
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these last^ th& Freiicb>coiii> vsiih which we suppose 
the commodities to be -pitid, having lost .of .its vahie 
every where, cannot, then' purchase W much ms at 
ahc ::her time, and conseqiiently is not worth so 
.much to the foreign supplier who receives it. 

In this respect, ihereforei Franqe may be sup^ 
posed to lose upon exporting her coin, to wit, so 
far as she. consumes foreign commodities at an ad- 
vau'ced value; . -•. 

In these respects only can France be considered 
as a loser upon exporting her coin: but in having 
it returned upon her, when at an adv-anced price 
aborve bullion, the loss is nothing; because the ad- 
vanced price then is a real value added to the coin^ 
\and there Is no manner of di&rence as to France^ 
to receive, for the balance of her trade, an hundred 
pounds weight of her own louis d*or^, or an huisi'r 
dred and eight pounds of standard gold bullion, at 
such times as bullion is commonly carried to the 
mint; because the one and the other weight of coin 
and bullion will answer the same oceasioiis both in 
the. Paris maiket, and ii^ most of the trading towns 
n Europe. ! - 

From these principles we may gather how efiec- 
tually the imposition of coinage, must prevent the 
melting down of the coin, provided a sufficient at- 
tention is had to preserve the denominations of the 
coin ill both species at the exact prbjiortio^ c^ 
the market-price of the metals. - 
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Quest. VII. The two tfuAals beings valtf ed by oiite 
another, if the English, by vaiuiti^ t^e gold higher 
than the French do, occasion the exportation of 
their silvery why shoold not the Freu^, by valuing 
their silver higher than the Englith do, otoasion 
thereby the eiqKurtation of thdr gold ? And if the 
English^ by over^ratmg their, gold, prevent the 
carrying of silter to be iy>ined at their inint, why 
should not the French by over-rating their silver 
|»reveiit the cairying of gold to he coined in their 
mint? r 

Answ. Hie English over-rate^ their gold not only 
.with respect to other nations, but with Te8|>eot to 
the value of it in their own market; whei^as the 
/French preserve, in their goM amd silrar coins, 
nearly (be proportion between the metals as they 
.are sold in their own market. 

In France no)K>dy can profit by tmelting down 
eitb^ of the species, in^rder to sell kvi^thiadvan^ 
itage as hnlUon; hxA in England^ by melting the 
hedvy silver eoki, one may sell it in>London for 
more gold than the same roin not jot^ted can pur* 
chase. 

Bnt here it is o^ected, thafe although the pro- 
portion between gold and silver in the English 
coin were set ilfrf^n a par with thM of the metals 
in the London market, sttU one species knay be enh 
|>orted with profit, provide the proportion be dif- 
ferent in other nations. 
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It i« a priiici]>le kx commeyoe, that tlie tJemanci 
for any eomm^iky rakes the value of k. 

Whenever, therefore^ one ^f the fi^etftls bears a 
value in <Miie ilatioci bel<iw'whlit it belcrs in anbtlieT, 
this und^r^value indke^ that «p^ies UK>re^demftnde4 
by simmers, an4 Mnsetjuently 'k Hses in its vahie, 
'even at kmii^^ 

By this piiueiple th« proportioii fc^^'^en tibe me- 
tals in £ufx)pean l^aiicets is Icept nearly the «ania 
and the small difterence which is found does thA «^ 
much proceed from the demand of foreign trade 
as from the taste of the inhabitants. The f(9Pe%n 
demand .tends to mako the pmportion equal in all 
markets, and thb mtemol demand for rnie metttl 
preferably to another, is what makes it vary*. 

The carryiaag of tlie metals backwards and for- 
wards m ajttended with jisvpi% and exp^nce. Thcve 
is not, therefore, so mndtk danger of a nation^s bding 
•stripped pf one of its :species of current cola hj saich 
a trade,' as titers is when the proportion of the 
inarbet*^ rice of the metals is 'differeHt, at Iioms, 
frcMn that obseE^edin the coin; becarase in die iiM 
case, every one may profit of the disprc^oi^fiafn, at 
the tciftiiig expenve of mdtii^ down the lising 
3peciesi 

^ .FiTom this we. may oonclnde, diat nations ooj^ 

to regulate, the ^prqpoition of the inetak in tbek 

^ coin, according to the market -price of them cit 

home^ without regard to wbat it is fonnd to be in 
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other nations; because they may be as^ured^ that 
the moment any difference in the market-price shall 
begin to b^ profited of, that very demand will alter 
the proportion, and raise the market-price of the 
metal sought for by foreigners* While the coiQ>- 
.therefore, is kept at the proportion of the market at 
home, and while the denominations of both species 
are made to keep pace with it, it will be utterly im- 
possible for one natron to hurt another by any traffic 
in the metals. 

Here it is farther objected, that were these, prin- 
ciples just, there would not be found so great a 
disproportion as there actually is, between the value 
of gold and silver in Europe, and in the empire of 
China* 

To this I answer, that the principles are just; 
and that this difference proceeds from incidental cii^ 
cumstances, which I shall how point out. 

First, then, the .European. trade hardly penetrateis 
into that vast empire. Secondly, The lowness of 
the propoition between gold and silver is maintained 
by the high internal demand for silver in China. 
Thirdly,^The ladia trade being every where in the 
hands of companies, there is not so great, a compe- 
tition between the sellers of silver in the Chinese 
market, as if that trade were open to every* private 
adventurer; consequently the pidpeof it is not so 
liable to be diminished. And last pf all^ Th^/HXr- 
penee of carrying silver thither, and Jbhe long lying- 
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out of the interest, would^ pnt*^ a step to the trade, 
w6re the proportion between the metals to rise iri 
China. This prevents* competition still more be-* 
tween the different European companies, and conser 
<jtiently* prevcfnts the ri^irig of the prdportion. - 

QuEsrr Vnt. Is it the ihterest opprinces, to de- 
base the standard of their coin? ^ ' • 

AKstt. The' question turning entirely upon the ' 
interest of princes, I shall take no' notice cff the 
i&iqnitjrof such a iHeasune with respect to their sub-- 
jects; but shall confine it purely to the interest' 
jparinces m&fiikwiti ex^cising this branch of pre- 
rogative.'* 5 . . . 

I answwthien, as I have hinted above, that it is 
their ihier est to debase the standard of their coin, 
when they are in the situation of debtors; and it is 
their interest to raise the standard when they are in 
thesituationef creditor. * 

Debasing the i^tahdard I have explained to be the. 
the diminution of the intrinsic value of the unit ber^ 
liw what it was. before, either by raising the derio- 
mihation, augmentibg the aUoy^ Qt din^inishiag the. 
weight of tte'CoinJ 

Now since princes pay their servants by denoml*-. 
nations, that is, by money rof accompt, the tntnta 
they augment the denominatioa of the coin they 
possess, the more they gain upon what they have at 
the time. . But they lese proportionally upon their 
revenue ever after;' because the rents and duties 
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levu^ on tb^r sttbjecte being ^$0 paid; by tkno*- 
. luinatioQS^ the prince loses every year im his in- 
come proportionsUly what be had gained upoa one 
operatioQ^ 

Frono this we maty draw a principle, that lang» 
wh^ have begun to debase the standbord^ Q^ht to 
go regularly on every year^i as long a$ they i&nd 
themselves in the state debtors; and vvh^ t]pey 
come to alter their situation^ and becoo^ of the 
class ef creditors^ it is then tb^ interest to liaise 
the standard. 

- The inconveniences, therefc^, whidh proceedirom 
this exercise of power, may be reduced to thjreel. 

> First, It disturbs the ideas of a whole nation with 
regard to value, and gives an advantage in, all bar^ 
gains, to these of the society who oaa calculate, 
o^irer tliose .who ounnot. : « 

Secondly, It robs the whole cla^a of debtors 
wiaen ih^ standarrd.is raised.; and it robs the whole 
class of creditors when it is debased. 

- Thirdly, It^ ruins credit; because no man will 
borro]j?(r or lend, in a country where be «annbt be 
sure of receiving back the full value of his loaii;. or 
of^ being in a topaeky of blearing himself by paying 
back the j ti$t value he bad borrowed. 

\ This kst ciifeumstance has oveitumed the wliolie 
stiieme in Ffaisce; Princes would goon debasiag. 
their standard as fotnnerly, could they doit andpxei- 
sevvie theic credit. But who will lend asfajijSng to 
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ft priiiee, if kte swpects he mil pay hw bMk>pei^ 
iiaps wills siiepeiice? 

<^aECT. IX. Whal; is tlid best fcn^ to he giren to 
coin? 

AnsTfTv The ibtendoa of €OfiiagC) ^/or ciroilatim^ 
h&ing to asoertaki the quantity of the fine metals in 
every piece^ and not to represent the effigies of th^ 
MVei^ign^ v^ see a masdfest idifference every where 
between the imj^ressions struck npon medals^ and 
tiiose Upon the cntrent coin: in the fifst^ the head 
is raised; in the last^ it is purposely made ^at. 

Anciently^ the impression pnt upon some of tht 
English iioins was a cross; whkh being indented oil 
Ihe penny, instead of being t'aised, occasioned thes^ 
jpieces frequently to be bf ok^n into foutpairts. This 
is said to have given rise to the denomination of fiar* 
things, or fourth parts. The indenting of the im* 
pression upon the ^oin, is no doubt a preservative 
ligainst its wearing; but, as itls liable to otheir incan^* 
Veniences, and is so repugnant to Custom, it would 
be t-fdicillous, perhaps, to propose it. 

I shall reduce, tlierefore, all I have to propose as 
h supplement to i^hat has been said already on this 
subject, to a very few observations! 

First, The less surface any piece has in proportion 
lo its mass, the less it will Wear in circulation; and ai 
all coiB is made cylindrical, the nearer it approaches 
to the cylinder, whose height is equal to its dianwM 
t^, tht'kss surface it wiU have. Coin, ther^fbre« 
Aa 
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ought to be made tfaicik, and for this reason^ louU 
d^ors are of a better form than guineas, as guinea! 
are of a feir better form than ducats. Were it easy 
to give the surface a spheroidal form on both sides^ 
rendering the coin thicker in the middle than at the 
edges, the surface would be thereby a little more di* 
minished. 

. Secondly, The great credit of p^per money in 
England, k a vast advantage in many respects. It 
renders, coin less necessary. While this credit sub- 
sists, large payments will always be made in paper; 
and this renders the coinage of gold in large heavy 
pieces less necessary. The coin, thereforCi^ in Eng- 
land, ought to be calculated for the easy changing 
pf bank notes, not with a view to the making great 
payments in it. ^ For this purpose, two and three 
pound pieces might be full as conveuient as single 
guineas, and half-guineas might be confined to a 
smaller number. Small denominations of gold 
coin lead to expeiice, and tend to raise the prices of 
such commodities as "people of fashion pay imme- 
diately put of their own pockets. As for the silver, 
thfj same principles are to b^ obsei*ved. Crown 
pieces are very convenient in payments, and have 
a great advantage over shillings and sixpences in 
point of surface. The practice in France of coining 
the greatest part of their silver in such pieces, abun- 
dantly shews how few of the lesser denominations 
(that is shillings^ &c.) are necessary for carrying on 
circulation* 
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Thirdly, The c^per Cdin of England is exceed- 
ingly bnlky, in order to give it an intrifisic valne. 
This makes many ])eo{)le ashamed to carry' it; con* 
sequently increajdeg ex]penee, and raises the price of 
many things for the reason already giTen. , . 

What inconyenlence could there possibly be in 
making pence of sc tiAxefA metal of a much lower 
standard than the other coin? The coin would be 
less bulky, and the intrinsic value 'might be pre- 
served. This is the custom all over Germany. Thie 
lower denominations of the cqin are all of different 
fineness. The standard for what they call the gros; 
the 7? the 10, the 17, the 20 creutzer pieces, are 
all of different fineness ; but still in the same sum, 
in whatever coin it be paid, according to the laws of 
the empire, there ought to be found the same quan- 
tity of fine silver. This enables them to coin pieces 
of very small denominations ; which have however 
the same intrinsic value with the other denomina- 
tions of the coin, and which are neither of an un- 
wieldy bulk, or of an inconvenient smallness. This 
is the regulation in Germany: I do not say that it is 
well observed. 

Farthings of copper are good and convenient; a» 
few of these ought always to be preserved in favour 
of the lower classes of the people, who thereby are 
enabled to keep do.wn the prices of the small neces- 
saries of life: a matter of the greatest importance to 
^ trading nation, 
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Nationis ouglit to copj from oAe another What is 
good and convenknt, and shoold be above the thrall 
dpm of Utt]e prejudices in favour of established cus-t 
toms^ which have frequently nothing but castcHn to 
recprnmeud them. 

Fourthly^ It must be observe^ that upon adopts 
ing the German regnladosi as to pence, such coin 
must not be allowed to be pot up in bags of coin de^ 
liivered by weight; nor made a legal tender beyond 
tl^ value of the lowest silver coin^ 
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BOOKlUETHIRP, 



OF BANKS, 



CHAPTER I. 

Of the varUms Kinds qfCiredit, 



B. 



kANKS diflfer from OAe another in point of poli- 
cy^ as well ag in th^ principle upon which their cra« 
dit is built 

If they be considered relatively to dieir p^Ucy^ 
they may be divided into banks of circulation^ and 
banks of deposit. 

If they be considered relatively to the prindpiea 
npon which their credit is bnilt^ they may be divided 
into banks upon jmva/e crudity banks upon meram^ 
tile credit f and banks upon puiblic credit. 

It is to this last division only I must attend^ in the 
distribution of what is to follows and therefore it ii 
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prc^^r to set ont bjLe^Iainiug^ what. I .understand 
by the terms I have here introdaced. 

Firsts Private credit. This is established upon a 
security^ real or personal, of Value sufficient to make 
good the obliga4^ion of repaynaeat both of capital and 
interest* This is the most solid of all. 

Secondly, Mercantile credit. This is established 
upon the confidence the lender has, that the bor-* 
Tower^ from his integrity and knowledge in trade^ 
may be able to replace the capital advanced, and 
the interest due during the advance, in terms of the 
agreement* This is the most precarious of all. 

Thirdly, Public credit. This is established upon 
the confidence reposed in a state or body politic^ 
who borrow money upon condition that the capital 
fthall not be demandable; but that a certain propor- 
tional part of the sum shall be annuaHy paid, either 
as interest, or in extinction of part of the capital; 
J^ the security of which, a permanent annual .fund 
is appropriated,, with a liberty, however, to the state 
to free itself at pleasure, upon repaying the whole; 
wfaeb fodiing to rthe. contrary is stipmlatedL, 
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CHAPTER If. 



Of Private Curedit. 



p. 



RIVATE credit is either real, per^Hal^ pr 
mixed. 

Real security, every body understands. It is the 
object of law^ not of politics, to give an enumera- 
tion of its differ^it branches. By this terra, we 
understand no more than the pledging an inunovr 
able subject for the payment of a debt. As by a 
personal security we understand the engagement of 
the debtor's whole effects for the relief of his credi- 
tor. The mixed, I have found it necessary to si^- 
peradd, in order to explain with more facility th^ 
security of one species of banks. The notes issued 
by banks upon private credit, stand upon a mixed 
security: that is, both real and personal. Personal^ 
as far as they affect the banker, and the baoking 
fitock pledged for the security of the pap^r: and 
real, as far as they affect the real securities granted 
to the banker for the notes he lends, which after-r 
wards enter into circulation. 
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CHAPTEtt lit* 



AN dednciiig ttie pnnciples of banking, t shall ^d 
the be§t I canT to go through the subject syfttema^ 
tically. 

Banks may be divided as to their policy, into twd 
^neral classes^ viz. those which issue notes payabi* 
in coin to bearer; and those whicih only transfer 
the credit ^ written down in their books from one 
person toi another^ 

Those who issue notes, 1 call banks of circitia* 
tion;' those which transfer their credit, I call badks 
of deposit. - * 

I shall, according to this distribution, fii'St explalil 
the principles upon which the banks of* circulation 
are constituted and conducted^ before I treat of thci 
others. 

This wrli lead me to avail myself of the division 
1 have made of credit, into private, mercantile, and 
phblic: becausej according to the purposes for which 
a bank is established, the ground of confidence, that 
is, the credit of the bank, comes to rest upon one ot 
other of them. 
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In conntiits where trade and iucbstry are m Aeir 
tnfiiacy) credit can be bat little known; ccmse- 
tjnentlY, they* who have solid property must. find 
:great dlffict|hy in taming tt'into money., 

* Under sucheircnmstanoes^ it is proper tb establidi 
HEi bank npon- the pumc^es of private credit. This 
bank mtist issne notes^upon land and other s^corir 
4:169, and fhe profits of it most arise from the. per* 
lAanent iotei^est drawn for the money lent. : . . 

Of this nature are the banks of Scotland. 
^ in countries whafe trade is established^ industry 
floarishing^ credit extensive^ drcolation e6{Moas and 
irapid, as is die case with England, « banks upon 
imortgage, howerer useful they may prove £». other 
.purj^o^sy /would . n#t imiwer the. demands &£ the 
tr^de ^ London, atoid the s^nrice of gfw^ctaQiefSkt, 
so weU as the bank of England.. 
(, The rtilivig principle pi' thi^ bank^ and ground of 
;th^ ookifidenoe> k ngtercantiW credits The haok 
r/9f EnglaiKl .does not iMd upon qioitgage, nQr;peih 
i;8Qual seoilrity;. ibm profits arise frQ9» discpOfUt^ 
^ills; Wd$ to govariBkmenV upon .the faith of taxes^ 
to be {)md within th/^ year; and upon tbft credit 
^ash of those who deal with, thcim. . 
. Xn, Frani^e, under jhe tjeg^a^y of the ]>ake^f 
Orleans^ therd ^as 4 haftk eredted upott the pratoir 
pies of public credit. The. ground of: cteifidenw 
there, and. the only security for all tho' paper they 
issued, were the funds appropriated fori the pay- 
ment of the interest of the public debts. . ' 
Bb ... r -'.:./ . 
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BaidiSBg, in ihe bge ive live^ is that WoncU ^ 
eradit which ttest'tkBerres the Btlxntion of a states- 
mdia: Upon t^ pghl: establishment of baidts^ de- 
pends the prosperitjr of trade^ and the equable ooorse 
itf cutmlativn^ By them solid property may be 
mfelted.ddwn. . By the* neiuis laE baeks, Hioniy oiiay 
J^ o<mstaMly' kejA at a due proportion to aUe»a- 
tkm. If 'alieaalion. increase, more property may 
be melted dbwni Jf it didauiish, the quantity of 
money stagkiatiog^ will be. absorbed by the bank, 
Mid part bftbeptoperty fotmeriy melted dow& in 
iiha seoHitka graMed to /Asm, wili.be, as it irare, 
iorasrolidated anew* Babks must pa^, as agents for 
theoovi^tryy .the balance of their trade with, foreign 
natiMs^ Banks keep thte miftts at iroi4i; and it is 
by th^ir Wlahs/^fiiMsipaUy/'that prWate^ mercan- 
tile, and public credit -asce dupp^ed. ^ I ekn point 
Wtdieittiltty dl4biaiik6 in no W^ i^iking, a« to 
^eisd to faiind' Uin^ sar^izi&g-e0kQt^ * ^ ^ Mrv Law% 
Hbailk, ((fes$«|di$h€^ itt^l^raiic^r l^^^a^ti^ wbeji theie 
.'^mft HKsith^ itt^ney eft tfia^iX^i^^^lM ki{igdo». ^ The 
mpfi^iift gteibs of ^^is m&ti ^^mt^f in tv^o years 
K&tut^ 4he ^m^st JBtirprlfsing ^tteots-^ im^aginable ; he 
revived, industry; ^'he'estarblish^d -confidence; and 
sfh^fei^o the Av(»liJ, *hat- whate *he landed pro- 
^fliy^bf irsMiofia is to di^l^ds of the iiftdbhaiits, 
^tasA lif^Uao die fairer, classes are «riHi^ to he imkts- 
ti^iMiSy money never: c^mb^iii^nting;::! miiis^t now 
^ffMceed in bider, tpjivards the investigatron bf the 
principles which hifluence this hitiieatetaiid {ycna- 
plicated branch of my subject. 
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CHAPTER IVv 



(Sf Bbnhs of GreuktfteH up«ti Mbrfgage or private 



E 



►ANKS of ctr^vilatiQa upon mortgage dr ^ri,vat^ 
credit, are thos« wt^iclfi^ve. notes upon private «e* 
purity, payaWe to bearer On demand, in tfee current 
coin <^ the nation* They at^ oonatitnt^d in ^he 
following manitUNT: 

A bBifiber of men of property jmn together in $^ 
coatr&ot of batikifig,* either ratified or not by publiq 
authority, acc^rdiAg tp circii.mstatices. ' For thia 
purpo^^ they form a 9tock which may coni^ist tn^ 
differently of any specji^g of property. This fimd 
is engaged to all the ^rc^ditops of the company, as 
a Security for the notes tliey propose tP issue. So 
soon as confidence is established wjth the pnbliC| 
they grant cred^ts^ or cash ^ccompts, upon good 
security; concerning which they make the proper 
regulations. In proportion to the notes issued in 
consequence of these credit^, they -provide a sun) 
of coin, such as they judge to be s^fficient to an; 
swer such notes as shall return upon them for p^^- 
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, The profits of the bank proceed from the Interest 
paid upon all the money advanced by th<^ bank^ in 
consequence of credits given. 

Out of these profits must be deducted, first, the 
charge of management. Secondly, The loss of in- 
terest for all the coin they preserve in their cofiers, 
as well a^ the expeuce they are put ta in. providing 
it. And thirdly. The expea^^e of transacting and pay- 
ing all balances due to other nations. 

Let it be observed, that I do not consider )he 
original bank stock, or the interest arit^ing froul 
thaty as any part of the profits of the bank.^ So fav. 
as it regards the bank, it is their original property; 
and so far as itr^ard^thepublicvit serves for a. cqI4 
lateral security to it, for the notes issued. It be^ 
comes a pledge, as it were, for the faithful dis- 
charge of the trust reposed in the bank: without 
such a pledge, the public could have no securi<(y to 
indemnify it, in case the bank should bsue notes for 
no permanent value TcCeived. This would be the 
ease, if they thought fit to issue their paper either 
in payment of their own private debts, or for articles 
tif present consumption, or in a precarioils trade. 
' When paper is issued by a bank for no. value re* 
ceived, the security of such paper stands upon the 
original capitd of 'tHe bank alone; whereas M'he'n it 
is issued for vsllue received, that value is the secfu-- 
rity on which it imiiiediately stands, arid the bank 
stodc i^ properly. speaking, oiily subsidiary. 
As a farther illustration of this principle, lei me 
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$uppbse_^n honest mau^ intelligent^ a))d capable 

to undertake a bank. I day that such a person,, 

without one shilling «rf stock> may carry on a bank 

of domestic circulation/ to as good purpose as J£ 

he had a million; and his paper will be every bit 

as good ^ that of th^ bank of England. Every 

note, he i^eus. will be secured on good private seen-: 

rity; t)|i& fiecurity cames interest to him, in pro- 

partion to the moQey which has been advanced by 

him, and'Staifds good for the iiotes he has issued/ 

Suppose then^. that after having issued for a millicai 

sterlin^^ all tt)e notes should return upon him in one 

daylJs it Hot plain, that they will find, with the 

honest banker, the original securities, taken by him 

at the time he issued thems* And is it not true, that 

he will have, belonging to himself, the interest re 

ceived upon these securities, while his notes were . 

in circulation, except so far as this interest has been 

spent in carrying on the busiigtefs of his bank? Large 

bank stocks, therefore, serve only to establish their 

credit; to secure the confidence of the public, who 

cdtinot see into their administration; but wlio; wUr 

lingly believe, iJiat men who have considerable 

property pledged in security of their good faith, 

will not probably deceive them. 

; Hbjurrftock is the more necessary, firom^ the- obli- 

grtioa to pay in the metals. Coin may be tvapting, 

xepaa some occasions, to men of the greatest .landed 

property. Is this a reason to suspect their credit? 

Jast so. of feinkat .The/ baiifc of .England m^j 1* 



Digitized by VjOOQIC 



tgo PKmciPLss or bionbt. 

{k>sse0s^d of twenty million* sterling of good effects^ 
to wit, their capital; and securities for all the notes 
they have issued ; and yet fhai'hank might he obliged 
to stop payment y upon a sudden demand of a few mil* 
Uans of coin. 

• From what has been said/ we may conclude, that 
the solidity of a bank which lends upon private secu- 
rity, does not so muc^ depend upon the extent of 
theu' original caplted, as upon the goodregd[lition»- 
they observe in granting credit. In this' the public^ 
are neariy interested; because the baak securities are 
really taken for the public, who are creditors on them- 
in virtue of the notes which circulsrf:^ through th^il^ 
hands. -^ " ' . i 



CHAPTER V. 



Such Banks ought to issue tkar Nf^ei fm/privoAe^ 
not mercantile Credit. . 



/ETmii therefore reason upon t&e esdEunpId of 
-two bankers; one issues his notes upon the best 
real or personal security; another gives credit ]to 
nierchants and manufacturers, upon < the prfneir 
"Iflei of mercantile ctedlt,^ which we hai^63cplaiiir 
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ed above. The notes of the one and of the other 
enter into circalation, and the question comes to be, 
which are the best? 

If we jnilge by the stock of the two bankers^ pei*- 
haps they may be eqnal^ both in value and solidity; 
but it is not upon this circumstance that the ques^ 
tion ilepends* ' The notes hi circulation, may far 
exceed the amount of the largest bank stock; and 
therefore, it is not on the original stock, but om 
the secntities taken . at issuiilg the liote^, ihat the ^9o- 
lidity of the two currencies i& to^ he estimated* 
Those ^secured on private credit, are as solid as 
lands dnd pei^nal estates ; they stand ' upoft ' the 
princijdes of private Credit* Those seemred 0a the 
obligations of merchants and manufaGtqret^^ ^ 
pending upon the success of their trade, 4kn good 
or baddn proportion to sodi success* Every ^aak** 
ruptc^jDf ;oqe of their debtossy ihvol^ves the* hkak^ 
tfUfdVcaixkfi off tiAher, a part of their: profitis^ or i ^ 
their/sbMEk / Which way, therefose; oan "Ajd puUio 
JQdg0:tdf dse afiairs of bankers, except hy attendiiBg 
to thQ Biktwiat oCtbe ^ecuri/kie8:upoii ^hkh, thcff give 
credit*. ••) ,.;. j • -. j * : .'♦ •^« : , ;'. . , .; '- * ,, - .. ? 






Digitized by VjOOQIC 



igt l^aiNCIPLBS OF UQHBT. 



CHAPTER VI. 



Use ^Subaltern BanJker^ and Ejcchcmgers. 



Mei 



SRCHANTS and mamifsctiiters, howeYer; 
have constant (Mxafiionfor nuKiey.or credit; and.at 
the same time^ they cannot be supposed to.hayerfei* 
tfaer f eal or personal estates to pledge^ in order Xfk 
obtain a loan directly from the baiiks^ who ongh^ 
to:Iend npon no other :secnrity. . . . > 

ioTp ronove this difficulty, we find a <$et of mec^ 
dban&, men of snbstaince, who obtain firom the 
binlu very extensive credits upon the joint real and 
'j^iersonal 8ec^r£ty of themselves and firiends. ' With 
this 'assistance from the bank^ and. with money iwr^ 
vom&di ff^m {irivate people^ repayable <m demand,; 
•oinetiiiiigfbdow the commim rateof intei^st^ thej^ 
support the trade of Scotland, by gi%ning credit to 
the merchants and manufacturers. 

To this set of men, therefore, are banks of circu- 
lation upon mortgage to leave this particulaj branch 
of business. It is their duty, it is the interest of 
the country, and no less that of banks, that they 
be supported in so useful a trade; a trade which 
animates all the commerce and manufactures of Scot* 
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Ikifd^ and which consequeMly promote thi eircala- 
tiML of those very iMtes iip6ti which the {MPofit$ (^ 
the bftnk^ do arise. 

These merchants are settled in all the fii^M 
€dilsi<fefable towns: they lare ' w^ll Mqbainted ' with 
the«tock> capacity^ iftdogtry^ and itftegrity of all die 
dealers in thehr districts they iw matiy^ and by this 
kit^ able to ^ through' allthe dkail which theb" bif^ 
^iness requires ; and their profits, asWe shall eee pre^* 
Gently, are greater than those of banks, i^ho lend at 
V stated inteiteatt! . v . .. 

The common denomination by which they are 
called iii Scotland, is that of Bankers; but, to ^roid 
thfeir being confounded with the bankers in Engw 
land (whose business id very diflferent) we shall^ 
while \re are treating of the doctrine of banks, call 
them by the name of Exchnngets, since thieir tradfe 
i^ principally carried on by bills of exchange. 

As often as these exchangers give ctedit to'deal- 
'ers in any way, they constantly state a coihmi^sion 
of iper cent, ox more^ according to circumstances, 
over and above the interest of their advance*; these 
are profits, which greatly surpass those of any bank. 
One thousand pounds credit given by a bank, may 
not produce ten pounds in a year for interest : where- 
as were a like credit given by a banker, to a mer- 
chant, who draws it out, and replaces it forty times 
in a year, there will arise upon it a commission of 
jgo per cent, or 5^200, 

Cc 
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This set of inen are ejq[>osed to risks and losses^; 
which they bear withp^t (pompl^t, because of their 
great profits^ bat it impliea a details^ which no 
baqk can descend tQ. 

. These exchangers break from time ta tiqie; i^ud 
no essential hurt is thereby occasiqned to nationitl 
credit. The loss falli npqn those whp lend to them^ 
^or tmst them with their moi^ey^ npon precaiionp 
secnrity; and upon merchants^ who make allows 
onces for such risks. In a word^ they are a kind 
of insurers^ aQd draw prenuums in proportion tQ 
their risks, 

To this set pf men^ therefore, it should be left tp 
give credit to merchaAts^ as the credit they give is 
purely mercantile; and to b9.nks aloi^e, who give 
^xredit on good private security^ it should be left tp 
conduct the great national circulation^ which ought 
^o stand upon the solid principles pf private credit, 

From this example we may discover the justness 
of the distinction I l^aye made between ^riva/e and 
mercantile credit: had I not found it necessary, I 
ghopld not have introduced it* 
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CHAPTER VII. 

Concerning the Obligation to pay in Cain, and the 
Consequences thereof. 

JLN all banks of cilr<iulation tipon inortgage^ th^ 
obligation in the note is to pay in coin^ Upon de- 
mand. 

No coin is eVer '(Except in very particular casbs) 
tarried to a bank^ in order 'to procure notes. Th6 
greatest part of notes issue from the baiJJcS^ con- 
cerning which we are treating, either in consequence 
of a loto^ ot of a icredit given by the bank^ to such 
as can give security for it. This loan is ni^de in 
their own notes; which are quickly thfown into cir- 
culation by the borrower; who borrowed thein, be- 
cause h*e had_ occasion to pay them away. 

Coin, ag&ii^^ comes to a bank, in the common 
course of circulation, by payments made to it, ei- 
ther for the interest upon their loans, or when mer- 
chants and landed men throw the payments made to 
them into the bank, towards filling up tlv^ credits; 
or by way of a safe deposit for their money. These 
payments are made to the bank in the ordinary cir- 
culation of the country. When there is a consider* 
able proportion of coin in circulation, then the 
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bank receives much coin ; and when there is little, 
they receive little. Whatever they receive is laid 
by to answer notes which are offered for payment; 
but whenever a draught i9 madQ upon them for the 
money thrown in as above, they pay in paper. 

The consequences of the obligation to pay in coin 
are two. The first is, that when the nation comes 
to owe a foreign balance, the notes which the bank 
had issued to support a domestic ' circulation anl^, 
co»e upon it fpi; t)^e p^ymen^ of this bal^cej j>nd 
thereby the coin which it h^d provided for home d^. 
mand only, is drawn out 

Thi9 second iucpuvenience resulting from this ob- 
Ij^ionto pay in coin is, that the confusion of the 
English coin, and the lightness of a great part of 
ijt, obliges tb^ bank of England to pmch^se the me* 
tMs at a price far above that which they can drav 
l^ftck fpr tbc^m after they are coined. . The great pro- 
~ fit i^ then made in melting down and., exporting the 
hp»vy species. This profit tumjs out a real loss ix> 
the bank of England^ which 4f constantly obliged 
to prQyi^e new; coia, in proportion as it is wanted- 



Digitized by 



Google 



ctmcirjHK or wovnr. i^ 



CHAPTER VI JL 



.H.9W a wrong Babmce ^ Trade c^ffixts Sanks «/! 
Circulation, 



W, 



HEN there is abal^mce doe by any nati^n^ 
i^pon tbie whole of dieir nzwcaotile tn^usaetions with 
the reat 9S t^e. worlds such balance imist be paid ia 
4ioivL. ThiSi. Tee call: a wroDg balance* . Those wha- 
transact, the payment ofthis balance^ are those wh^ 
xegUilate th9 course of exchange; aad we may snp« 
pose» without the least danger of being deceivedt 
that tfa^, couraef. is alwap ^highor than the axr 
pence of procor^ng^ and transporting the zofttalsri^ 
Jbecause the overcharge is profit to the exchaing€V> 
who witbont this prpfit could xiot xiavry oa his 

Tlieseexchaagers^ then,/ mnat have % covmaoA 
ofcdjin; and where <:;an $hey get k«^eaaily> uA 
so readilyj as irom^ \)wk% whc( are^ botmd to pay ia^ 

it? \ .:'/-. • 

£veigr m^urcbsmt wt^ impQiiU foreign comnraA^ 
ties^ n^iust be supposed to hwe yabie in his fafmdsv 
from. the .sa)e <^ them; bnt this value mwt consist 
in the money of the country: if this be mostly m 



Digitized by 



Google 



bank pap«r> he most give the bank paper for a bill 
to the exchanger, whose business it Is to place 
funds in those parts upon which bills are demand-^ 
ed. The exchange again (to support the fond 
which he exhausts by his draughts) must de* 
mand coin from the banks, for the notes he re- 
ceived, from the merchant, wheii he gave hiin 
the foreign bill. 

Besides the wit^ng balances of trade transacted in 
this manner, which banks are constantly obliged 
to make good in coin, every other payment made to 
foreigners has the same efiect. It is not becatise 
it is a balance of trade, but because it "is a pay- 
ment ^which cannot be made in paper currency, 
that a demand is made for coin. Coin we have 
called the money of the world, as notes may 
be caljied the money of society. The first then 
must be procured when we pay a balance to foreign^ 
ers; the last is full as good when we pay among 
ourselves. 

It is pr<^r, however, to observe, that there is 
a great difference between the wrong balance of 
trade, and the general balance of paymentfi. The 
first marks tibe total loss of the nations, when her* 
imports exceed the value of her exports; the second 
comprehends three other articles, viz. 1. The ex- 
pence of the natives in foreign countries. 3. The 
payment of all debts, principal and interest, due to 
fiireigners. 3. Tht lending of money to other 
nati6ns« . ** 
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These three put tog^er, make what I call the 
general balance of foreign paym^ts: and these 
added to the wrong balance of trade, mi^y b^ called 
l^e grand balance with the woild* 

Now as long as the payment of this grand balance 
16 negotiated by exchangers^ all the coin required to 
make it good must be supplied by banks, while 
they have one note in circulation. 

How then is this coin to be procured by nations 
who have no mines, of their own? 



CHAPTER IX. 

How a grand Balance may be paid ly Banhsy 
' without the assistance fffCoifu 

X^ID all the circulation of a country consist in 
coin, this grand balance, as we have called it, 
^ould be paid out of the coin, to the. diminution 
of it. 

We have said that the acquisition of coin^ or of 
the precious metals, adds to the intrinsic value of a 
(:onntr]|HSs much as if a portion of territory were 
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#• 
aiided'tD it. lUket^rcOh of Ihu proposki^ii will noir 
Mon appear evi46M. 

W« bfiTe alfio «aid^ that tile ereatidn df symboli- 
cal mooey^ adda ndadditkmal weaijth to a €dci&tFf> 
hat only pf evlde^ a fund ^ circdiatiiMi ^t of »olid 
pfoperty; which enables the p9Opriet0¥& to con* 
mme and to pay ptopoitiomilly for tbeif consump^ 
tionr and we have&bewu how- by this contrivance, 
tmtie «&() inditftry are mad^ to flaurish. 

May we not ccoiclade, frtim these priaeiplesr^ 
that as nations who have ccdn^ pay their grand ha^ 
lance out of their coin, to the diminution of this 
species of their .prapQjrty, so nations who have 
melted down their solid property into symbolical 
money, mast pay their girand balance out of the 
symbolical money; that is to say, out of the spJUd 
property of which it is the symbol? 

But this solid property cannot b^ sent abroad;, 
and it is alleged that nothing but coin can be em-» 
ployed in paying this grand balance, lo this, J 
answer, that in sqch a case tho. credit of a bank n^ay 
step in; without which a nation which mns short of 
coin, and which comes to ^we a grand balance, mxutt 
quickly be undone. 

We have said, that while exchangers jtransaH the 
balance, the whole load of providing qoin lies upon 
banks. Now the whole solid property melted down, 
in their paper, is in their hands; because I consider 
the securities given them for their pajier, to be the 
same as the property itself. Uptm this' ^opert^. 



\ 
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^tibere is an yearly interest paid to the bank: this, in- 
terest, then, must be engaged fo foreigners by the 
bank, in lien of what is owin^ to them by the n^ 
tion-y and when once a fund is borrowed, upon it 
abroad, the rest i» easy to the bank. This shall be 
.&rther explained ad we go along. 



CHAPTER X. 

ImuJfficUncy of temporary Credits for the Payment 
of a wrong Balance. 

JL HAVE said, that when the national stock of 
coin is not sufficient to proyide banks with the quan- 
tity demaiidisd of them, for the payment of the 
gra^ balance, that a loan must take place. To 
this it may be objected, that a credit is sufficient to 
procure coin^ 'Without having recourse to a formal 
loan. The di&reuce I make between aloaa and 
a credit consists in this, that by a credit we under- 
stand a te^joKmiry itdvance of mQtiey> which the 
person who gives the credit expects to h^tve repaid 
in a short time, with interest fqr the advance, an4 
cQmmission for the credit; wherei^ by a loan we 
understand the lending of money for an indefinite 
time, with interest during non-payment, 

m 
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Now I ^y, the credit^ in tliis case, will not ad- 
aitfer the ptirpose of supply mg a deficiency of coin; 
unless, the deficiency has been accidental, and that 
a rcAiirn of cmo, from a new fa^onvMe grafid ba-' 
Idnce^ be qiiickly expected. . The credit will iiMleed 
answer the present exigency; but the. moment this 
credit comes to be replaced, it must be replaced 
either by a loan, or by a supply of coin ; or by a 
renewal of the former credit ; but, by the supposi- 
tion, coin is found to be wanting for paying the 
grand balance; consequently,- nothing but a loan, 
made by the lenders either in coin, in the n^etals, or 
in a liberty to draw upon them, can remove the in- 
convenience; and if recourse be had to a new credit^ 
instead of the loan, the same difficulty will recur, 
whenever this credit again comes to be made good 
by repayments 

Upon the whole^ we may oonclude^ that nations 
who^ owe a balance to other nations, mnst pay it 
either with their coin, or with their solid property; 
fsonseque'ntly, the acqtdsition of coin is^ in thi€{ parr 
ticuiar, as advanftageons as the acqnisitioii -of lands; 
%xst wb^ coin is not to be procured, the ^ansmis^ 
sion of the^olid property to fidHeign'eFedito^s is an 
operation' which banks must nndertake; because it 
Is they wh<> are obliged either to do this,' of to pay 
In corn* - ' - ...'».; 
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CHAPTER XI. 

Of ike Hut4 resulting t^Bamk^^ u:iiim>Jthe^ kfiH 
the Paymemt of, a wrong Bixistifmio, : t 



E have seen in a former chapter, how ex- 



W: 

thangersand banks are mutually assistant to oae 
another: the exchangersj,by swelling and supporting 
pirculation; thiebank, by supplying them with credit 
for this purpose. While parties are ' united l)y a 
common interest, all goes well: but interest divides, 
by the same principle that it unites* - 

No sooner does a nation incur a balance against 
itself,' than exchangers set' themselves to 'work- tb 
make a fcrtune, by conducting the'opel^ation of pay- 
ing'it. 'Ttiey appear then in the light of political 
usdrers to a spendthrift: heir, ;who has no guardian* 
^his guardiari should be the bank", who upon such 
occasions (and upon such only) ought to interpose 
between the nation and her foreign creditors. This 
it may do, by constituting itself at once debtor for 
the whole balance, and by taking foreign exchange 
into its hand, until such time as At shall have dis- 
tributed the debt it has contracted for the nation, 
among those individuals who really owe it. This 
operation perfortned, exchange may be left to those 
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who make this branch their business^ because then 
they will find no opportunity of combining either 
ag'ainst the interest of the bank or of individuals. 

When a national bank neglects so necessary a 
duty, as well as so necessary a precaution, the whole 
class of excha^ngers become united by a common in- 
terest agkiiDst it; and the country is torn to pieces^ 
by the fruitless attempt it makes to support itself, 
without the help of the only expedient that can re- 
lieve it. 

Those exchangers having the grand balance to 
transact with other nations, make use of their cre- 
dits with the bank, and of its notes, in order ta draw 
coin from the bank, which they export. This throws 
a ^eat load upon the bank, which is constantly 
obliged to provide a sufficient quantity of coin for 
answering all demands; for we have laid it down as 
a principle, that whatever coin or bills are necessary 
to pay this grand balance, in every way it can be 
•transacted, it must ultimately be paid by the bank; 
because whoever wants coin for any purpose, and 
has bank notes, can force the bank to pay them. in 
coin, or stop payment. 
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CHAPTER XIL 



/« what- Manner the Payment of a wrong Balance. 
affects Circulation. 

JL HAT I may commnnicate my ideas with the 
greater precision, I must here enter into a short der 
tail of some principles^ and then reason on a snp 
positioa* 

It has been s^id^ that the consequence of credit 
and i^aper^money, secured on solid property, was to 
augment the mass of the circulating equivalents in 
proportion to the uses found for it. 

These uses may be comprehended under two ge- 
neral heads. The first, payment of what one owes; 
the second,, buying what one has occasion for. The 
one and the other may be called by the general term 
of ready-money sdemands. 

A certain sum of money, therefore, is necessary 
fi>r carrying on domestic alienation; that is, for 
satisfying ready-money demands. Let us call this 
quantity (A). 

Nextj in most countries in Europe (I may say 
in all), it is customary to circulate coin, which, for 
many uses, is found fitter than paper (no matter for 
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what l-eason); custom has established it, and witii 
custom even statesmen must comply. 

Let this quantity of coin, necessary fot circulating 
the papei^-money, be called (B), and let the paper- 
money be called (C); consequently (A) will be- 
equal to the sum of (B)'and (C). Again, we have 
said, that all balances owing by nation to nation, 
must be paid either in coiu, or in the metals ; and 
that bank paper can be of no use in such payments* 
Let the quantity of the metals or coin, goiiig'aut 
or coming into the country for payment of such ba- 
lance, be called (D). 

.These ^hort designations premised, we may rea* 
son with more precision. (A) is the total masb of 
money (coin and paper) necessary at home, and is 
cdffiposed of (B) the coin, and of (C) tlie paper* 
iiioiitey; and (D) stands for that toa^s x)f coin, or 
metal, which goes and comes according as th^ 
gralfd' hitlance 'is fa\x)ui^ble or un^vourable with 
other nations. ' ' ' 

"Now, from what has been said, we may deter- 
mine that there should at all times remain in the 
country, or in the bank, a quantity of coin equJil 
to (B); And if this' be ever found to fall short, the 
bank does not discharge its duty. 

"'When a favouraible balance of trade brings the 
price of exchange below par, and brings coin into 
the country, the consequence is, either to animate 
trade' and industry, to augment the. mass of pay- 
ments, to swell\(A),' and still to preserve (G) in 
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cir<mlatton; oi? else to make (A) r^orge, so as to 
sink tbe interest of Hioiiey Mow the bauk lending 
price. In 'this case people wiU carry back the re* 
gorgmg part of (C) to the ba»kjj aad withdraw 
tbetr 9ecQritie9; which ia oooiaolidatiilg, as we havo 
(^hd it, the pitip^rty which had, bei^n formerly 
n)el<;^dQwn^ foe \tant of .thi$ eii'ciil^tipg ^^qf^ivakebk 
(money). 

^Thi$ i^cpp$taotly the con&e(][D^(:e:of a- stagnation 
Qf pap^^ iroiu ai» overcharge oft it, thrown into 
circulation. Itj^tums upoti the.bankj and dtouH 
nishes the m%&$ of their securities but never tho 
saass of tl^eir cpin* . 

Let us nof¥ ;9uppo«e a bank estahUshed in a comnr 
try whi<fh; Aweft a baJisioce to^tber najtions. , 

Jnihi^ c^se, tl>e baakinjaa^podsess, or be abl^ ta 
command, a sum of coin par bill^ ^ual to (B) and 
(0); (B) for domeHicjiand (D) for foreign circula- 
tion. 

Those yv)m ^w^ thi» balance (D), and who arB 
£uppp^dto hayevniue for it, in the currency of tlw 
poultry, must, ^ in order to pay it^ ^either exhaust a 
paj^t of (P)>;by sepding it away, or they niust carry 
a.pa|to^t(!C) t9 the bank^ to be paid for in coin* 
Jf they pid& up a part of (B) in tha country, thea 
the coin, in circulfLtion, being diminished below its 
proportion, the po9$e$sors of (C) will come upon' 
the bank for a supply, in order to make up (B) to 
its former standard. Banks complain without rea^ 
son. If they carry part of (C) to be changed at 
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the bank, for the payment of (D), they thereby cK^ 
ininish the quantity of (C)r consequently there ynH 
be a demand npon the bank for more ndtes, to rapK 
port domestic circalation; because tliose notes whidi 
have been paid in coin by the bank are retamed to 
the bank, and have diminished the mass of (C); 
which therefore must be replaced by a new melting 
down of solid property. 

Now 1 must here observe, that this recruit of 
notes, supposed to be issued by the bank, in order 
to fill up (C) to the level, really implies an addi-. 
tion made to the mass of securities formerly lodged 
witli the bank: and represents, not improperly, that 
part of the landed property of a country which the 
hank must dispose of to for^ners, in order to pror 
cure from tliem the coin ori>ills necessary for HXkt 
swering the demand of (D), 

When notes, therefore, are c»,rried to the bank 
for payment of debts due to the bank, they then 
diminish the mass of solid property melted down in 
the securities lodged in the bank: but when notes 
are carried to the bank, to be converted into coin 
or bills, for foreign exportation, they do not dimi^ 
nish the mass of the securities: on the contrary, the 
consequence is to pave the way for the Augft^riiation 
c^them^ because 1 suppose that these n6te&, so gi- 
ven in to the bank and taken out of the drele, are to 
be replaced by the bank to domestic circulation, 
to which they belonged; and the bank must be at 
the expence of tmuinginto coin or foreign bills. 
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&e vaiuiei of these ad4iti<mfi]:8ficiiritie9£iE^«t^.faf ^m 
new recrait (^ BOfea. 

Were trade to run cooateatly against a Q9%^^ 
tile 'coHse<|Qen€e wanM be infinitely ioi^Qhi^TcnoLs. 
Bat in this oise^ bank& nerer cguld iie^ect Iftyiaj^ 
down a plan whereby to ayoid a couAtiilt lo^a u^ 
milar to what they carnally smtf aip^ Yihen m^h {i 
levolutioii comes sudckuly or an^^eft^ly ppp^ 
dieni. 

The method would be, to establiiib m^ ^QAHftJ 
sobsoriptioii almkod for borrowing a $)uii eqnival#at 
to the grand balance. . 

If th^ secQFity offered be good, there is no feajr but 
fittbs^iibers will be found, while there is an^ouni^ of 
gold and silveB^ in Europe. 

Hie bai^ of £iig\aiid has an expedient of anpr 
ther nature, in what they call their bamkdipculaiiom 
which is a premium granted to eertain persons^ 
?ipon an obligation to pay a £eta|nsam of coin upon 
demands This is done with a view to fu^w^f 
pressing .ogcasjons. But England being a pros- 
perous trading qation, whi^h aeldqm has £^ny consi- 
derable grand l^qlance agaiiist her (except in time of 
war, when the public borrowings supply in a great 
measure th^.defi^(;ienpy> as §haU be dfterwards ex- 
plained), this bi^k circulation is turned ix^tq a jpb; ^ 
the subspriptipna being, lucrative,, a^e distribpt^ 
among the proprietors themselves, who make no 
provision for the demand; and' were the demand 
ftgain to come upon them (as has been the case) the 
Ee 
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subscribers woald, as formerly, make a call on the 
bank itself^ by picking up their notes, and pay their 
subsciptions with the bank's own coin. 

To obviate this inconvenience, which was severely 
felt in the year 1745, the bank of England should 
have opened a subscription for a perpetual loan 
in some foreign country; Holland, for example; 
where she might have procured large quantities. of 
foreign coin. Such a seasonable supply would have 
proved a real augmentation of the metals; the sup- 
ply they got from their own domestic subscribers, 
was only fictitious*. 

In the infancy of banking, we find bai^ taking 
a general alarm whenever a wrong balance of trade 
occasions a run upon them. This terror drives 
them to expedients for supporting their credit, 
which we are now to examine, and which we shall 
find to have a quite contrary tendency. 

The better to explain this combination, we must 
reeal to mind, that the payment of th^ grand ba-* 



* At this time there was another circumstance,' besides the de- 
mand of a balance to be paid abroad^ which distressed the bank, 
viz. a suspicion which took place, that if the rebellion had succeed* 
ed, the credit of the bank would have totally failed. 

This very case points out the great advantage of b^nks up6i% 
mortgage of private credit. 

We h^ve saidy that the credit of such banks ought to be estab? 
lished upon the principles of private securities only. If their notes 
be issued upon solid property, then no rebellion can Influence them, 
But of this more hereafter. 
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lance in doin or bills is tmavoidable to banks. We 
hare. said that this balance is commonly paid by 
exchangers, who pick np the coin in cii^eulatioii; a- 
thing the bank cannot prev.ent. This we have cal- 
led exhausting a part of (B). - Tfee consequence of 
this is^ to make the prbpriet1>r$ df (C) come upon 
the bank^ and demand coin for filling up(B): tp 
this the bank liiust also agree. But by these ope- 
rations (C) comes to be diminished below the level 
necessary for cairying on trade, industry, . and alie- 
nation: upon which I have said there commonly 
comes an application to the bank to give more cre- 
dit/ in order to support domestic circulation, which 
if complied with, more solid property is -conse- 
quently melted down* 

This swells the mass of securities, and raises (A) 
to its former level. But here the bank has a choice, 
and may refase to grant more credit* In the forme? 
operations it had none. Now if the bank, from a 
ten-pr of being drained of coin, should refuse to 
issue notes uj^on new credits, for the demands of 
domestic circulation; in this case, J say, they fail 
in tlieir duty to the nation, as banks, and hurt their' 
own interest. As to their duty to the nation, I shalj 
not insist upon it; but I think I can demonstrate that 
they fail in their manner of reasoning, with respect 
to their own interest, and that is enough* 

I say, then, in the first place, that as long as 
there is one single note in circulation, and toy part 
of a grand balance owing, this note will come upon 



Digitized by 



Google 



ill 2 nUKCIFLBS OF MOK£V^ 

file bank for paymetity without a possibility of it^ 
avoiding the demand. Rdfhsing credit, th^^fore^ 
while any notes remain in the hands of the pablici 
is retnsing an interest which may help to make up 
the pigkst losses* But of this more hereafter. 

In the next place, t think I have demonstrated^ 
that as soon as the grand balance is paid, it is ini- 
possible that any ipore demands for coin can come 
upon the bank for exportation. Why then should 
a bank do 10 signal a prejudice to th^ir country, as 
to refuse to lend th^m paper, which the- i-eady-* 
mouey demands of the country must keep in cir* 
culation ? And why do this at so great a loss to 
themselves? 

In this light nothing can appear more imprudent, 
than to refuse credit. 

A bank is ^ forced to pay to the last farthing of 
this balance. By paying it, the notes that were ne^ 
HessKTj for domestic circulation are returned to 
them; and feey refuse to replace them, for fear 
thiA their supplying a circulation shouM create a 
new balance against them! This is voluntarily 
taking on themselves all the loss of bankings and 
rejecting the adrantages of it. ' 
. 1 o bring what has been said within a narrower 
bompa^s, and to lay it under owr eye at once,, let xis 
call the sum of money necessary for carrying on the 
domestic circulation oT a countiy where a haaoik 
fe established, (A). The specie itsdf, to carry it 
on, (B). The balanfces to other nations, (D). 
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The bank must be able to command coin aa4 
credit equal to the sum of (B) and (D). If they 
^ have in credit the value of (D) in any foreign place^ 
where a general circulation of exchange is carried 
on, then they have occasion only for (B) at home^ 
and can furnish bills-to the amount of (D). 

But in furnishing bills to the amoimt of (D), 
tiiose who receive the bills from the bank, must pay 
to the bank the value of these bills in bank notes: 
and the notes with which they pay for the . bills 
must be taken out of (A), which (A) we suppose to 
be necessary for carrying on domestic circulation* 
This diminution upon the value of (A), will occa- 
sion a new demand for notes in order to carry (A) to 
its former extent; and the bank at issuing the notes 
demanded, will receive new securities from those 
who demand them. Farther ; the interest paid upon 
these new securities, Will answer for the payment of 
the interest of the money -owiHg to foreigners, in 
consequence of the bills drawn upon them to the 
order of those who bought the bills from the bank 
for the payment of (D). 

This transection cancludedi the consequenoe will 
be; that (A) Will be nuuk^p to the coas^dete mm 
neoessMry for domestic circulation; and that th^ 
interest of this money borrowed from finreigners, in 
order to acqnit the balance (D), will be paid out of 
the interest paid upcm the new securities. 

As soon as (D) is ihm completely paid off, were 
coin dr«iWQ Irom tbe baak^ ^nd ^nt aw«y by pri-* 
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vate people, (exchangers, &c.) it wonld fotm * 
l>alance due to the country; which balance would 
render exchange favourable, and vrould occasion, a 
loss to those who sent away the coin. Djiring this 
period, the more credit the bank gives, so much 
more wMl its profits increase, and no demand can be 
made upon it for coin. 



CHAPTER XIIL 

Continuation of the subject; and of the Principles 

on which Banks ought to borrow abroad^ 

and give Credit at home. 



HE principle of banking tipon mdrtgage, is td 
lend paper money, and to give credit to those who 
have property, and a desire to melt it down. If such 
banks^ therefore, borrow, it must be done con* 
ristently with the principles upon which their bank- 
ing is founded. If the borrowing should tend to 
destroy those advantages which their lending had 
procured, th^ the operation is contrary to prin- 
ciples^ and abusive. So much for recapitulatioiu 
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While ti*ade flourishes and brings in a balance, 
banks never have occasion to borrow; it is then 
they lend and give credit. 

When the country where the bank is established 
begins to owe a balance to other nations^ the bank 
is obliged to pay it off in coin or in bills. In such 
cases, it is inconsistent with their principles and inr 
tercst, to withhold lending and giving credit, as far 
as is necessary for keeping up the fund of domestic 
circulation. 

To refuse credit, and at the same time to borrow 
at hmi€y must then, at first sight, appear to be 
doubly inconsistent. But in order tq set this point 
in the clearest light I am capable, I shall reason 
upon a supposition analogou3 to the situation of 
the Scots banks, and by this means avoid abstract 
reasoning as much as I can. 

Let me then suppose that Scotland, during the 
last years of the war, ended in 1763, and ever 
since (I write in 1764), from the unavoidable dis- 
tress of the times, was obliged, first, to import 
considerable quantities of grain in some bad years. 
Secondly, To refund the English loans of money 
settled there in former tipies. Thirdly, To furnish 
i^Qme of the inhabitants with funds, which they 
thought fit to place in England. Fourthly, To pay 
the amount of additional taxes imposed daring the 
war; while, at the sanie time, several of the ordinary 
resources w^re withdrawn; such as,^ first, a great 
part of the industrious inhabitants, who went to sup- 
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plj the fleets, and armies; secondly, the absenee of 
the ordinary cimtingent of troops; and thirdly, the 
cutting off of several beneficial aiticles of commerce: 
Let me suppose, I say, that from the total of these 
losses incurred^ and advants^es suspended, Scot*^ 
land has lost annually, for e^ht years past, tm> 
hundred thousand pounds. I am no competent 
Judge of th? exactness of this estimate, it is of ne 
consequence to the argument; but I think I ha^ 
carried it^ 83 I wish to do^ rather beyond the 
frothy 

On the other hand, let me suppose that ,the sum 
of currency in paper, sufficient to' circulate the 
whole of the alienations in Scotland to be Qfle mil- 
lion sterling. 

Is it not evident, from this supposition, an^ from 
the principles we have been deducing, that unless 
the banks of Scotland had borrowed evtery year 
4s£s00^000 sterling, and alienated annually in fevour 
of England, a fand for paying the interest of twq 
hundred thousand pounds capital ; the million of 
Scots currency would have been dkninisb^ in pm« 
portion to the deficiency: and would not the c<mse* 
quence of this be, cceteris paribus, to bring the cuiv 
rency 1>elow the demand for it ; and, consequently, 
t0 hurt trade, industry, and alienation ^ 

Now supposing the banks, instead of borrowing 
in England a ftind equal to this grand balance, to 
remain in consternation and inactivity, giving the 
whole of their attention to the providing of coin and 
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bUh to Simply the demand of exchangers^ whose 
bosmess it is to send oajt this annual. balance; what; 
would the consequence be? . 

I answer, that if the banks^ in such a Case, do 
not follow the plan I have proposed, the conse- 
quence will be, that two hundred thousand pounds 
of their paper will be, the first year, taken out of 
the domestic circulation of Scotland; will be car- 
ried to the bank, and coin deiftanded for it. This 
void must occasion applications to the bank for cre- 
dits to sfipply it. Is it not then the interest of the 
, baak to supply it? We have said in the former 
chapters that it is. But now l^t us suppose it to be 
objected, that if banks should issue notes at such a 
time, their cash having been exhausted, they would 
^be obliged to stgp altogether, upop a return of those 
notes issued upon additional credits. 

To this I repeat again^ because of the importance 
of the subject, that notes issued to support the de- 
mand of circulation never can return upon the bank, 
so as to form a demand for coin; and if they do 
return, it must be in order to extinguish the secur 
rities granted by those who have credit in the bank. 
Such return, therefore, can produce no call for coin; 
because when the notes return, it is not for coin, but 
for acquitting an obligation or mortgage, as has 
been often repeated. 

But then^it is urged that they do not return be- 
..causa circulation has thrown them out, but because 
(x>in is wanted: be it so. Then we must say, that 
Ff 
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circulation is not diminished^ as we at first snpposed ; 
but that the return of another year's balance, makes 
a new demand for coin necessary. 
' Now I ask,how the withhtdding of this^aoo/)00 
from circulation, after the first year s drains can pre^ 
vent the balance from returoing? There are by the 
jBupposition still ^800,000 of notes m the country; 
will not exchangers get hold of tvm hundred tbour 
sand out of this twad, as well a$ out of the million^ 
The withholding, therefore, the Credits demanded 
npon the first diminution, has not the least eftct in 
preventing the demand for coin the year following: 
it only distresses the country, raising exchai)ge, and 
the interest of money, by rendering money scarce; 
and, what is the most absurd of all, it deprives the 
bank of ^^ 10,000 a year interest, at 5 per cmt.xipon 
^200,000 which it may issue anew. 

Suppose again, that a third year*s demand for a 
balance of ^200,000 comes upon the bank: if the 
coin is out, as we may suppose that after the first 
year s drain it will not be in great plenty, expedi^ 
'ents must be fallen upon. In such a case, if the 
bank do not at once fairly borrow at London (with- 
out any obligation to repay the capital) a sum of 
^200,000, and pay for it a regular initerest, accord- 
ing to the rate of money, as governane^t does, half- 
yearly, on the.change of London, it will be involved 
in mischievous expedients; and all these operations 
'will end (as to the bank) in paying this sum out of 
ithe ma$s of its seciioities or stock. 
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But let-u$ sapp09e, that instead of thiis^ it should 
hme recourse to tempai*ary credits, upon, which the 
capital is constantly demandable, what will be the 
consequence? To this 1 answer; that those mej- 
chaQts, or others who owe the balance, will apply 
to exchangers for bills, for which they must pay a 
high cKchange: these bills will be bought fi^om the 
exchangers with notes (taken out of circulation), 
4nd will reduce this to ^600,000; the exchangers 
will carry these to the bank and demand coin. If 
the bank should make use of an optional clause, tD 
pay in six months, with interest at 5 per cent, the 
exchangers will obtain six months' credit at Lon-^ 
don, and in consequence of this, their bills will be 
honoured and paid. This credit, however, costs 
them money, which is added to the exchange: the 
bank, at the end of six months, must pay ^ 200,000 
sterling in coin, which in the interval it must pro- 
vide irom London. It must pay also six months* 
interest upon the paper formerly presented by the 
exchanger: add to the account, that brining down 
the coin must cost the bank at least' 12 shillings /^er 
hundred pounds, and as much more to the ex- 
changer who receives it in order to send it back 
again; and after all diese intricate operations, after 
all, I say, t^e operation ends in this; that «^ 200,000 
of notes, taken out of the circulation of Scotland 
returns to the bank, who must hhve provided, nt 
last, either coin, or credit at London for them. If, 
therefore, from an ill-rgrounded fear of issuing as 
much paper as is demanded^ it sh&U withhold it^ 



Digitized by VjOOQIC 



aaa PRINCIPLES OF MONBt. 

there will result to itself a loss eqnal to tte mtetesfr 
of what it refuses to lend; that is to say, there will 
be a lucrum cessans to the bank of the interest of 
this ^200,000 at 6 per cent, or .^10,000 a year; 
which other banking companies will fill up, and 
thereby extend their circulation. 

. If^ besides- refusing credits, it should call in any 
part of those credits already given, it will still more 
diminish circulation: but then by this operation it 
will diminish the mass of its securities, and so di7 
ioiinish the sum of the interes^t annually paid to it- 
self. . If it go farther and borrow money at home, 
such loans will be made in its own paper, which 
will diminish farther the mass of circulation; and If 
'it go on recalling its credits and mortgages, it will 
soon draw every bit of its paper out of circulation, 
and remain creditor upon Scotland for the balance 
only it has paid to England on her account. 

Every, penny it borrows, or calls in, circumscribes 
its own profits, while it distresses the country. 

The only objection I can jind to this plan of 
banking, is the difficulty of finding credit at Lon- 
don to borrow such large sums. 

This, I think, may also be removed, from the 
plain principles of credit. If the banks of Edin- 
burgh enter into a fair coalition, as they ought to 
do, 1 think, in order to form really a national bank, 
totally independent of that of England; may they 
not open a sujbscription at London, axjkd establish a 
regular fund of their own, as well as any other 
.company^ such as the India, or; South Sea? By 
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boiTOwing. in the beginaiBg at a small advanc*5 of 
iaterest above the fiinds, and paying as regularly as 
government does^ will not all those who make a 
tradeof buying and selUng stock fill their loan, ra«* 
tber than invest it in any other carrying a less inte- 
rest? And if the whole land securities, and stocks 
of those banks at Edinbui^ be pledged for this 
loan, will it not stand on as good a bottom as any 
fiind.upon earth? 

, By this means they will really become a national 
bank: because England seems at present to be to 
Scotland, what all the rest of the world is to Eng- 
land. Now, the bank of England has no such 
fund of credit on the continent, that I know; and 
were that country to fall into as great distress, by 
a heavy balance, as Scotland has, she would find 
as many difficulties in extricating herself by do- 
mestic borrowings, bank circulation, &c. as Scot- 
land has found by the like domestic expedients. She 
would then be obliged, for her relief, to have re- 
course to a fund opened in Holland, Spain, or Por,- 
tugal, like to what I propose for Scotland wi^ 
respect to England. 

I have heard it alleged, that the whole distress 
occasioned to the banks and circulation of Scotland, 
was occasioned by a false step taken by them, scNDde 
years ago; at the time when the lowness of the En- 
glish funds-, and a prospect of a. peace,. occasioned 
gre^t remittances from Scotland, and a withdraw- 
ing of the large capital of, perhaps„9^00,000 owii^ 
iu Scotland to English persons of property. 



Digitized by VJOOQlC 



At that time, it is said, the banks impru<lent!y 
laujjched out in giving extensive credits to the debt- 
ors of those capitals, and to those who wanted to 
i'emit the funds they had secured in the hands of 
people who coold not pay them; that thift threw a 
load of paper into circulation, which* it could not 
vent, being far beyond the extent of it; and tha*, 
consequently, the paper came back upon the bank> 
produced a demand for coin, which soon exhausted, 
in a manner, all that was in Scotland; and that the 
country has never been able to recover itself since. 

This representation is plausible, and has an air 
of being founded on principles : in order, therefore, 
to serve as a further illustration of the subject of 
circulation, I shall point out where the fallacy 
of it lies. 

It is said the banks did wrong in giving those 
credits. I say, they did right; but they did wrong 
in not providing against the consequences. 

Had they refused the credits, the English and 
other creditors would have fallen directly upon their 
'debtors, and obliged them to pay, by a sale of their 
lands, at an under value; which, 1 think, would 
have been an infinite loss to Scotland. In this way 
the price would have been paid in bank paper, taken 
out of circulation; for we have said, that he who 
owes must pay. be the consequence what it will. 
This paper would have come upon the banks at 
any rate; and brfng a balance due to strangers, 
must have been paid by the banks. The banks 
therefore did right to supply the credits demanded; 
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but then they might have foreseen that the whole 
load of paying those debts would fall upon them; 
which they being in no capacity to do, should have 
immediately pledged in fingllilld^ the interest of the 
credits they had given out, after supplying the want 
of Scots circulation; and when the notes came in, 
they woujd haVe had at London the cafrftal of 
that interest prepared for paying them off, and no 
inconvenience would have been found. 

The only thing then the hanks seem to have mis- 
judged, was the granting thoise credits too hastily, 
and to people who perhaps would iiot have invested 
their funds ia England, had it not been from their 
facility in giving credit. 

Banks therefore should well examine the state of 
circulatiou, and of the grand balance, in diificult 
times, before they give credit. If circulation be 
full, they may, with justice, suspect that the credits 
are demanded with a yiew of expediency, to ti'au- 
^port pi*ope|rty out of the country, which otherwise 
may remain. But in favour of circulation, or in 
favour of what may be exacted by foreign creditors, 
banks never can misjudge it in giving credit; be-« 
cause, if they should refuse to do it^ they in the 
first place incur a loss themselves; and in the second 
place^ they diminish the ftmd of circulation, and there- 
by hurt the country. Now, when at such timeaf 
credit is asked or given, that demand is a warning 
to banks to prqmre; and by preparing they are 
ready, and no loss is inqurred* 
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CHAPTER XIV, 



Optional Clauses contained in Bank Noie9. 



B. 



>ANKS not regulated by statute, are private con- 
ventions, in which the parties may inclnde what 
conditions they think fit. Banks, therefore, may^ 
insert in their notes, the conditions they judge most 
for their own advantage. Thus, they may either 
promise peremptory payment in coin upon demand^ 
or they may put in an alternative, that in case they 
do not choose to pay in coin, they may pay in bills, 
or in transfer of their stock, or in other circulating 
paper not their own; or they may stipulate pay^ 
ment at a certain time after the demand, with inte-" 
rest during the delay. All these alternatives are in-^ 
serted, in order to avoid the inconvenience of run- 
ning short of coin, and of being obliged to .stop 
payment altogether. 

• We have said above, that the profits of banks 
consist in their enjoying the same interest for the 
notes they lend, as if the loan had been made in 
gold or silver. 

In which ever way, therefore, an optional clause 
is inserted, it should be such as to cut off all profit 
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'Irdm the bank^ upon all paper presented for pay- 
ment, from the time of presentation; and every ar- 
tifice used to suspeiid the. liquidation of the papei^y 
to the advantage of the bank, and prejudice of the 
bearer, should be tonsidered aa unfair dealing in the 
bank, and prohibited by law» 

When the o)>ti^nal clause has no tendency to pro- 
<;ure an advantage to the bank, in prejudice of thb 
holder of the paper (except as far as the holder is 
thereby deprived of the use of the coin, which on 
ceitain occasions cann6t be supplied by the paper), 
it becomes the duty of a statesman to examine ho\tr 
far it is expedient to suffer such stipulations to be in"- 
serted in a money TVhich is calcalated to carry oA , 
the mercantile ititefest of the nation/ 
. Banks, we haVe ^^aid, are the servants df the pub^ 
lie, and they aire well paid for theif setvices. At 
though the notes issued by them are not commonly 
made a legal tender in paytnent, yet the cohse*- 
quence 6f a well established bank, is to render theni 
Ho essential to circulationj t"hat what is hot a legal 
obligsltion becomes one, in fact y from the force of 
custom. 

• Let us thet^fore examine the advantages which 
resuh to banks from this optional clause, and the 
loss which results to a nation from their using ' it, 
anc^ tfien compare the advantages wrth the inconve- 
niences, in order to determine whether it be expedi* 

eiit to permit such obstructions in the circulation of 
pap^. • .. . - . /.-.. . .• ..: .,. 



Digitized by 



Google 



226 PfclKclPLJSS OF MONEY. 

ITie advantage which banks reap, is eonfimed'to 
that of gaining time, at the expence of paying in- 
^terest. The interest paid by them, is an ankward 
operation. They receive interest for the note; be- 
cause they have in their possession, the original se« 
curity given for the notes wh^i ihey were first 
issued: and they begin to refund tibis interest to 
the bolder of the note from the time they avail 
themselves of the optional clanse. Could banka, 
therefore, borrow coin in a moment, at the same 
interest which they pay to the holder of the note^ , 
they would certainly nev^ make use ofthb op- 
tional i^lause. But this coin can not be found in a 
moment; and the banks, to save themselves the 
trouble, and the expence of augmenting their ftmd 
of coin, or of procuring a fund in another country, 
iJCfjpn whkh they might draw for the payment of 
that national balance, which, by^ becoming banks, 
they tacitly ""engage to pay for the nation; render 
the credit of individuals precarious with strangers^ 
and raise a general distrust in the whole society 
which they ought to serve. Here then is a very 
great loss resulting to a nation from the es:tahlishf- 
ment of banks. Were no b^nk established, no 
merchant would contract a debt to strangers, with- 
out foreseeing the ready means of discharging it 
with the coin circulating in the country. In pro* 
portion as this coin came to diminish, so would for 
Toign contract^ of debt diminish also. Thus credit, 
at least, might be kept up, although . trade might 
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be circumscribed^ and mannfactiires be discoura- 
ged. Now when, in order to advance trade, and 
encourage manufactures, a statesman lends his 
hand towards the melting down of solid property, 
und countenances banks sq far as to leave this ope- ' 
ration to them, with the emolument of receiving in- 
terest for all their paper; and wheq, in order to 
facilitate the circulation qf this paper, the very in 
habitants concur in throwing all their specie into a 
bank ; is it reasonable to indulge baqks so far as to 
• fdlow them to add ai^ 'optiqnal clause, which disap- 
pointSr the whql^ scheme, which stops trade, ruins 
manufacturesi, raises the interest of money, and ' 
renders the operation of melting down property 
quite ineflfbctual for the purposes which it was in-»- * 
tended to answer! Fartheir: 

The 1qiSS a bank may b^ at, in providii\g coin, is 
iusceptible of estimatioo,, let it be brought frqm 
ever sq distant a country; because we know that 
the quantity to be provided, never can exceed th^ 
value of the grand balance. Bi^t who can e&tinpiate 
the loss a nation sustains, when an Interruption u 
put to the carrying on of tipade and manufactureis^?^ 
When the industrious classes of inhabitants are 
forced to be idle for a short time, the cqI>$e<l^^nces 
are hardly to be repaired: they starve, they desert;" 
the spirit of industry is extinguished: in short, al) 
goes to ruin. 

Besides, when banks do not lay down a well di- 
gested plap for paying regularly, and without cquit 
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plaining, this grand balance due to stracigers, the^ 
are forced to have recQur&e to expedients, for pi«serv-« 
iDg theii* credit, more burdensome, perhaps, than 
what is reqiEiiredof th^n); ai\d not n^r ao efiectuai 
fpr removing the inconveniences complained of, • 

The expedients they fall upon to obtain ci^dit, 
cpin, and bills, are so various, and so complicated, 
thfvt bankers alone are ^blf^ to explain them. 

Sometimes we se^-fhem entering into contracts 
lyith private merchants an^ exchangers, f/iViryg- 
amon^ them^^lves !J who engage fqr a- certain pr©-r 
nUum to furnish CQii^ as it is demand?d< T^^ con- 
sequence of this isji to pxpoae th^ banlc to a new. 
demand for coin, froni. the very contractors, - in 
order tq fulfil their engagements ; an abuse we have 
taken notice of above in ^peakipg of the bank cirr . 
ct(2af /on of England.. 

Let us suppose thskt these, undertakers fo^coin da 
really set put by doing in part what baukna should 
effecttially do. theipselYesj that is, by bringing fronv 
another nation the coin, which they are to supply. 
What is the consequence? The baiflcs pay the 
nndertak<?r for this cpin, in their own notes« Did 
they only engage to pay a certain interest for the 
coin so provided, then the end woi|ld heiiccomplish^ 
^ed, with the additional expence to then), of -paying 
the undertaker for his ^xpence, trpi^ble, arid profit,- 
Biit if they, instead of paying interest for the coin 
so furnished, shall issue then* notes for the full value 
of it, svich^otea can never enter into domestic cir- 
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Cttlatioi}^ so as to be kept up in it; because it is not 
dpmestic circulation which has demanded them: 
they must then return upon the bank>, either from 
the very hand who received theoi^ or at least, after 
a short circulation; aud thus draw out again the 
\i4iole coin furnished by the undertaker* This pro^ 
duc^s a prodigioiiB circulation of cpin, and induces 
people tQ imagine that either the grand balance is 
iQexhaustible, or that the premium upon money at 
Liondon is very high, or that people can contrive a 
fictitious balance^ as a means of profitii\g upoQ CQioj 
after the balance has, been actually paid. 

This method of providing coin is absolutely de-« 
lusive, and opens a door to infinite abuse» Those 
who fiirnish the coin to the bank, are either in a 
concert against the bank> and draw it out as fast a$ 
they throw it in; or they are not in a concert. If 
they be in a concert, they profit by it; if they be 
npt, they are hurt by their contract, and other ex^^ 
changers draw the advantage ; but the bank ift . 
equally a loser in both cases. 

Let me suppose that they are in no concert, and 
that they honestly procure the coin at their own 
e:^nce, If the bapk pay them notes for the coin . 
they furnish, we must suppose that the coin they 
have procured, is not in cqnseqqence of a loan, but 
of B, credit given them in the place from which the^; 
coin is sent: for I neyer ^an suppose that any mer* . 
chant will borrow qoin upon a hauy and lie out of 
^p large a capital while he has bank notes in his 
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hand to pay what he has received, If he have piyjh 
cured this coin upon credity will not this credit, when 
it comes to be replaced, angment the grand balance 
against the nation in favour of the country or city 
which granted that credit? And must not that ba- 
lance be pirid by exchangers out of the coin received 
by the bank? If, therefore, we suppose that the 
undertaker does not draw out the very coin he had 
just delivered into the bank, will not exchangers do 
it for him; will they not be ready with notes, as 
soon as the coin is lodged in the bank, to draw it 
out, and send it off> in order to furnish the under* 
taker with bills to fill up his credit for the coin he 
had received from people residing in the place to 
which the exchangers have sent coin, to be ready 
to answer their draughts? Does this difier in the 
least from what is called drawing and redrawing, 
which is sufficient to ruin auy man, and must not si 
like practice ruin a bank, by raising exchange to 
a monstrous height? 

This being the case, the shortest and best me- 
thod for preventing such abuses, is to' oblige banks 
to pay upon demand, in coin or bills, at the option 
of the holder of the note. This will force them 
into the method for providing them; to wit, fairly 
to borrow money from nations to whom we owe, 
and to pay a regular interest for it, without an obli^ 
g'ation to refund the capital, until the grand balance 
shall take a favourable turn; in which case, the 
banks will regorge with coin drawn from strangers; 
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and these strangers will then find as great ah interei^t 
in being repaid, as the bank found in borrowing from 
theni^ while the balance was in their favour. 

We have said, that a statesman should oblige all ' 
public banks to pay regularly upon demand, in coin 
or bills, at the option of the holder of the note-* 
But then he must iacilitate to them the means which 
he has in }iis power for providing themselves ivf itb 
the coin, or bills demanded. 

For this purpose, he must iSrst provide tbem with 
a mint; for how, without ^ mint, can a bank con- 
vert into coin the metals it may provide from othei' 
countries ? Next, }ie must put that mint under such 
regulations as to cut off aJ^l profit from xnoney-*' 
jobbers, who will be ready to draw the coin out of 
the bank the moment they find the least advaptage ia 
tampering with. it. In order to prevent this abuse^ 
a reasonable rate of coinage should be imposed, ac- 
cording ):o the principles laid down in the third book; 
and when banks have occasion to pay a balance,out 
of the nation's coin, a drawback for part of the coin- 
age should.be given them. This drawback will sup- 
port the value of the ccun, and the loss of the xo^ ^ 
naaj^der of the coinage v^ill engage them to export 
bullion preferably to cc^n^ when it is to b^ foun4: 
and if no drawback were given, the coinage would 
be totally lost to the bank. 

When this deduction is given, the coin must be 
melted down, and stamped in bars at the mint; both 
in order to prevent frauds in the drawbacks, and to 
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disappoint stran^rs* who receive it at thb price 6i 
ballion, from gaining the*price of coinage when they 
retnm it back. And in the last place^ all the light 
coin should be banished from eii^culation, knd made 
to pass by weight, for bullion at the Current price df 
the market. All banks should both receive and de- 
liver coin by Weight, when the sums are so consi- 
derable as to require full bags 6f coin to pay thenf. 
It is not here'necessary to repeat what has been said 
upon this subject so much At length in another 
place. 

The method of facilitating to bdnks the means of 
providing bilk for the payment of foreign balancesi, 
is, secondly, to assist them in procuring loans beyond 
the district of their own circulation. If government 
shall be satisfied that the intention of demanding 
-such loans, is to enable the bank to interpose their 
credit in favour of the trade and industry ^of thote 
who circulate their paper, and who have no way c*f 
paying such balances, but with their solid property; 
in this ca$e, government will undoubtedly assist the 
bank in obtaining loans for so national a putpose, 
by declaring the security upon which they desire the 
loan, to be good, and by becoming answerable to 
the public for the solidity of it. 
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CHAPTER XV; 



Of subaltern Banks of Circulation^ and of their Com*^ 
petition with one another. 



w, 



E have hithelto treateil of theprintiples which 
influence nHtional banks of circulation; we now' 
coine to examine some peculiarities attending banks 
of a subaltern nature, which for the most part trust 
to the national bank for all supplies of coin ; and when 
tliis resource fails them, they are thereby involved 
indSfficulties which are not easily got the better of/ 
Besides this^ inconvenience, to which all subalterix 
banks are subject, they are frequently exposed to 
competition with one another. 
' The great point of their ambition is to gain cre- 
dit yfith the national bank} and could they prevail 
with that company to receive tiieir notes, ol* to give 
&eiti credit for their draughts^ in cases of necessity^ 
diey would be at their ease; because l&e national 
bank would then be at the whole expence of provid- 
ing coin and bills, and they would have nothings to 
think of, but to extend the sphere of their own cir- 
tfulation. 
Did theae banks consider one another ia a proper' 
Hh 
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lights they must see in an instant that the solidity of 
every one is equally good; because I now suppose 
them all standing upon the principles of private, not 
mercantile credit^ a9 above esicplaiaed. 

What benefit then can they possibly reap from 
their mutual jealousies, from gathering up each 
others notes, and coming with a nm upon^ one 
another froni time to time? . The conseqi^ences of 
this will be, to oblige themselves and others to pre- 
serve for domestic circulation a larger quantity of 
C^ixi than is necessary, and thereby to diminish t^eir 
own profit. . 

If, as noratt^rs stand, a very great inconvenience 
reralt to Scotland from the want of a communics^ 
t^u of paper credit mtii England, and if thereby 
mi, exchange of 4 and cvqjx 5 per cent, have been 
paid for biUs.upon London, because all the coin in. 
I^coliand is locked. up in banl&^; I ask what, wouldi 
bct the consequence, if banks had their will in ba- 
nishing from the circul^^tion of their own district,. 
e.v£^. other notes but their ovml In this case^ we 
i|ught, iur a short time, find an^ eio^ange of 4 and» 
^, per cent^ betwee^^ Fife and Lothi^a^ befwiaei^ 
Glasgow and Ayr, ai^d so of th^ rest; ^^^h&t would 
tllfc^n bepojQDfe qf matinf^ctur^rsj who cduJd n^ di8-> 
p^ie. pit their work at the d^stenoe of a fbw miies^ 
witho)it hj^ving recourse to ejcchangeis^ for their 
payjii^? If such aa abuse were cmce allowed to 
creep in, there would be no other remedy but ta 
destroy bsmks altogether^ imd.thxow. tba>lit^{^ coin 
there is into circulation. 
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GHAPTEfiXyi. 

Of ^mieRegulaiwns proper tobemade wkkrigmd 
id nationctl Banhs. 



F. 



fiOM what hn faeett said, ivemicy coiudmdb, 
-tiqit were a national i>aQk npoa moFtgngie, e^tdh 
.UflStedtcma^an Galculated tx> answfer Xkd jaui y u s tts 
-of thb most extensive /ddmestbc iuculatian, dk <miglit 
:!» regnlil^ ^m jdie following manfluer. . 

¥mt^ Let a Im^ fitook of prapCTtj^ dF one spe- 
cies or iodier, be prbvsiied, kx ordw to gain ihfi o^^- 
fidence 4if the pabfic, and let it be pledged &a: tlie 
payment of all the Bolaes* 

Seeomdly, L^ aH fiidad pixipi3ity intcdstded to be 
melted down into paper money, be firat eonistitQted 
in fiudi a m^aiaer as to. he easily jsold, and in the 
;3neaii ttnie wcvred to thecompany^ for idmi ^4^ 
prance, preferably to jeTiery.^ther person; andle^it 
faeof areFenue Idliy anffidt^iittQ acquit tfa^ii^iec^t 
for ever. 

• Thirdly, The ca|4tals jixxit to the :b^Ak namftt not 
hedesnandfiiUe by Itie baioJs, a9 ;lQng a$ the in^r^t 
isflregnlarlry paid^ 

£om!fhl|:9 4iU b«nk seonritied mwt b«|de4ged j^ 
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the hands of Government for the interest of what- 
ever money the bank may borrow with their consent, 
beyond the district of their own circulation. 

Fifthly, A national, bank when rightly constituted, 
may however be safely indulged in more extensive 
methods for circulating their paper, than merely on 
land security. The bank of England is allowed by 
charter to issue notes for discounting bills of ex* 
change; it may trade in gold and silver; and may 
advance money to government upon the security of 
taxes imposed and levied with the year: but it is 
in general debarred from commerce, and every pre-, 
carious object of traffic* The reason is plain. 
The paper it issues becomes the property of the na- 
tion, and may form in a short time the greatest part 
of the currency of iu In such a case, were the bank 
exposed to losses by trade, or by the insolvency of 
debtors for great sums, the whole credit of the. nation 
might be ruined, and all the lower classes of the miH 
nnfacturing inhabitanta undone, before such a. blow 
could be repaired. 

Sixthly, Under proper regulations, bank paper 
might be made a legal tender in every payment: in 
which case it is hardly possible that any considerable 
demand for coin should ever be made upon them, 
except for the payment of the grand balance. 

Seventhly, This national bank ought to have difie* 
rent offices in different cities within the kingdom, and 
these would make subaltern banks both useless and 
unprofitable. It might even be &tipnlated> that a cer- 
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tain proportion of bank stocky placed in the name 
or for the behoof of an)r city, shoald entitle thisit 
city to a preponional part of the admimstratioii 
within their own district. 



CHAPTER XVIL 

When and in wJiat Case Banks should he obliged to 
keep open Books. 

JLF no national bank be established andor proper 
regdiationSy wid if entire liberty be allowed to every 
one to take np the trade of banking, who can is$ae 
his notes, I think it is against all principles of gbod 
pcdicy not to oblige such banks to keep books open, 
to be inspected regularly by some authority or other; 
in order to se^ upon what security that paper stands, 
which is the instrument of commerce, and a part of 
every man's private property. This policy is the 
more necessary, because, were any one bank to break, 
either through knavery, misconduct, or misfortune 
of a particular company, this would cast a general 
discredit upon all paper money, and be the means 
of bringing on those calamities which we have so 
often mentioned. 
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ifc9 ittGioiivenieoee of dirowuig i^ien the secrets of 
. trade. Avt hei», I say^ if tkie a&UB of a bank ase 
in so ticklish a situation as not to \mxs inspeetids, 
this very supposition shews how necessary it is not 
to pennit snch a bank to continue its circulation. 
The only inspection^ In which the public is interest* 
ed^ is to know the quantity of notes which are issued^ 
and the extent and nature of the securities pledged 
for them. They have no business to examine the 
state of the baidc cash, or of particular people^s ere* 
ydit* 7%e foaidc may be witijfr^nt a 4»hiHivig ia ^s 
coflfers^ and still its paper be as good as if it had a 
million. Such an inspection, as I propose, would 
rather confirm than shake its credit, but it would be 
the fljteans of preventing it from launching out into 
.ispeciilatiods in matters of commerce, wUich is iuytlts 
district; and from gaming with national propcity. 

It is not efficient to say, that tibe holder of the 
note, if iie doidbts the secuiity, may demand payment 
of it: because it is not here the interest of any indi- 
i vidual^ but that of the public, which W3s are attend* 

' ing to* If, according to the principles of common 
season, it be just that a creditor sbriald have it io liis 
^power to watch oy«r the abilities of his debtor^ so 
as to ^cure his payment; certaindiy iti9;eqnallyjust 
Ihat the public, which I consider iiere as the credi- 
tor, should be made certain that what is dixndatiiig 
' with iSB& ^eat £idlrty as the^kin^s coin; does 4EMitKia 
a real value in it. Would it be a.good answer Aom 
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ai^y i»aa whd beld a pkce ef falbe mcNney in bis 
haiid, fio^r the use of ciroalation^ tobida^eii bimsdif 
by alleging, that if it be false, nobody need take itt 
It is tbe right, ef eirery man to detect ^Jse coin; hkt 
it is the light of go^emment anfy ta detect donbtfol 
paper: because hm only otn authorise 8iid» an iiw 
qnifiition. Iknes not the charter of the Innk of £ng^ ^ 
l^d establbh this right iiLgprvvcnlneiit? 



CHAPTER XVIIL 

U il \lJie Interest of Banks to grant Credits and Cash 
Accompts to Exchangers and otherSi wh^ mak^i a 



Ti 



HE answer to this question i& icery sftort/ 
, Ftomitbb piinciples ynd hsure deduced^ it is plain, 
thaffc.it ia both die o£Gke and inteiiest of banks to gire- 
QDeditto- all iiii0.can. give good security foritw 

To set idiis jmattef in a dtear light, let ne sUppeMs^ 
th^aoime time ago, the banks had* at once witb*^ 
drawn aQ the credits grafted to e^^anger^; and^ 
c^mRLa4Sid»8oripti0a:fo9 a-bah' dPpMne)^> equal to 
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what they might estknate the sum lent to this set of 
men within the country, for the sake of carrying on 
their business. 

According to principles, these two operations 
should go hand in hand: the recalling . the credits 
would, no doubt^ have greatly distressed exchang- 
ers; but as long as they could find money to ' bor- 
row from private hands, tliis inconvenience would 
have been lessened. Besides, I apprehend that the 
late custom among exchangers, of borrowing at 4 
per cent, owes its existence to the difficulty they felt 
in obtaining extensive credits from the bank; and 
if this be the case, then there has been a lucrum ces-* 
sans to the bank of 5 per cent, upon the amount of 
all these borrowings; because exchangers, I appre- 
hend, wQuld prefer a credit from the bank at 6 per 
cent, to a loan at 4 per cent, payable on demand, 
according to the occasions of those who k:eep their 
money with them. 

TThe.most e£fectual method, therefore, to hurt ex^ 
changers, would have been to have recalled all their 
credits, and offered to borrow, upon the same terms^ 
what was lent to them. 

The execution of such, a plan would^ I tibink,' 
liave been, first, diametrically opposite to the inte* 
rest of the banks; secondly, would have occasioned 
such a run upon exchangers, as to throw them into 
great distress; and thirdly, would have ended in the 
total ruin of the trade of Scotland. 

That such a plan is diametrically o{qK>8ite to. all 
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prifaciples df banking, I suppose, is by this time suf- 
fi;ciently understood. 

That it would have occasioned a tnil upon ex- 
changers, is pretty certain^ because, however good 
their credit might be, it must be acknowledged to be 
inferior to that of the banks: and therefore nobody 
wpnld prefer them for debtors, to the bank, upon 
the same terms*. 

The third consequence is as evident, npoii a short 
reflection, as the other twoi The run upon the ex- 
changers would have obliged them to make a call. 
Upon all the merchants and deale:fs in Scotland, to 
whom they gave credit: for which purpose, and for 
which aJbne, they find aii interest in borrowing at so 
high an intei^e^t as 4 per cent. 

.llie call, then, made by the exchangers upon their 
debtors, is neither more or less than a call upon th^ 
noney employed in the trade of Scotland. 



CHAPTER XIX. 

Amplication of the Principles aboiw deduced^ totvardJi 
forming the Policy xrf Circulatioyi. 

X/ ROM tiie prmciplcs abbve deduced, there arise 
three principal objects of attention. 

iTie first, the cucixlation of paper for ddttiestic 
tildes. 

li 
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The second, the method of providing coin fortliis 
purpose. 

The third, the method of paying foreign balances. 
These three objects are absolntely different^ in 
their natui-e, and they are infiaenced hy diflferent 
principles. The consequence of blinding them to- 
gether, is to lender the subject, which is abun- 
dantly intricate in its own nature, still more dark 
and perplexed. 

First, As to the circulation of paper for domestic 
use. 

It has been said, that the great utility of banks of 
circulation uj>ou mortgage, was to fecilitate the 
ilielting down of solid property; in oixler to edable 
every one who has property, to circulate the capital 
of it for the advancement of industry. 

For this purpose he comes to a bank, pledges the 
capital he wants to melt down, ai>d receives for his 
obligation, bearing interest, paper money which 
bears none. 

From these data^ I say, that the regular method 
by which the bank should acquit the obligation in 
the notes, is by, restoring the security granted at 
iijsuiing the notes, if they be returned by the debtor 
in it. All farther obligations laid upon banks, par- 
ticularly that to pay in coin Or inland bills,' is merely 
Bi^ equivalent expected from them in lieu of their 
great profits. 

"VVhen paper issued for domestic circulation re-s 
turns to a bank, were it not for the profits on tkeir* 
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trade, I see no rettsoti why a bank. should pay in 
any other species of property than what it received 5 
and if, by the interest they receive for their notes» 
they be abundantly indemnified for all the diflBrence 
between paying in coin and in transfer, I think the 
public Would be a gainer to dispense with this obli- 
gation in lieu of an abatement of interest; which 
irould be an advantage to commerce, not to be coun- 
terbalanced by the other. 

Secondly, The method of providing coin for do- 
mestip circulation is the business of mints, not of 
j>ankSf 

I have, In the third b6ok, treated very fully of the 
•doctrine of coin, and of mints* I have shet^gi th^ 
difference betw^n money, which h the scale Jbf 
recJcofiing value^ and coin, wljich is certain deno^ 
wmations. cf fnoney^ realized in ^ proportional 
weighs of the, precious metals. I have shewn how 
iiecessary a thing it is to impose the price of coinage 
opon the metals manufactured into coin : ai^d J have 
aaid that it is inconsistent with all principles, to 
allege that the.metals^ when coined, shqiild thei'eby 
acquire no additioqial value. 

The expence, therefore, of providing the nietals 
should be thrown upon thqse yfhp want coin ; and the 
mint should be obliged to opnY^rtgqld and silver intq 
coin, upon the demander s paying the coinage. 

This coin loaded with the price qf coinage, never 
will be sent abroad tp pay a foreign balance; never 
will be locked up in bs^nks, which will he^ye little 
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occasion for it. It will, therefore, remain in cii'cu^ 
lation, and serve those purposes for which the in^ 
habitants think fit to employ it. 

This coin, I say, never will be exported, as long 
as any uncoiiied metals can be found in the country: 
and if upon a ilational distress it be thought fit to 
facilitate the exportation of it, the state may (as we 
observed above) appoint the mint to receive it back, 
in order to melt it down into ingots, stamped with 
the mark of sterling, repaying to the be^grer per 
cent, of the coinage. 

Thirdly, The trade of paying off foreign balances 
will then become a particular branch of business : 
of which we shall treat more at large, when we come 
to examine the principles of exchange. 

All that is necessary to be said in this place, is to 
recal the principle we have mentioned above, viz. 
that when a nation cannot pay in her metals, mar 
Bufactures, and natural produce, what she owes to 
strangers, she must pay in her soUd property, that 
is, she must mortgage th6 revenue of €uch property, 
for a capital borrowed out of the country, which 
capital she must employ for the payment of her 
foreign debts. 

This operation, then, should be performed by ^ 
regular and systematic plan. 
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CHAPTER XX, 

Objections to this Doctrine. 

JL HAT bank notes can never be received as spe-j 
cie, but from a persuasion that they may be ex- 
changed for it on demand. 

To this I answer, that it is sufficient they be re- 
ceived as value; and that they answer every purpose 
in carrying on alienation. The lise of paper money 
is to keep the reckoning between parties, who are 
^olvendo; the use of specie or coin is to avoid the 
inconvenience of giving credit to peraons Tyho perr 
haps may not be so. 

Wlien merchants ipake delivery on account, they 
.then give credit to their customers: when they sell 
for bank bills, they give credit to the bank: when 
they are paid in coin, they give credit to nobody; 
because they receive the real value in the coin — . 
Where then is the ditterence between receiving the 
real value, and receiving an obligation for it, con- 
iteming the validity of which every one in the conn- 
try is perfectly satisfied? 

Money, we have s^id, ought to be invariable in 
its value: coin never can be so, because it is both 
money and merchandize; money, with respect to 
the denomination it carries by law; merchandize. 
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with respect to the metal it is made of: but paper 
may. 

If the coantry owes a balance to other nations^i 
let it be paid; nothing so just. 

If the precious metals be the most proper vihiclcs, 
as I may say, for conveying this value, let them be 
procured and sent off; but never let us say, that be- 
cause sonie of our money way be made of these me- 
tals, that all our money should be made of them; in 
order that those who transact the h^wca may have 
an opportunity of sending our metals away with 
greater ease, and thereby depriving us of the means 
of carrying on alienations among ourselves. 



CHAPTER XXI, 

JFlow hf a return of a favourable JEfalanee the Bank 
moAf be enabled to pay off* the Debts due to:F(k 
reigners, &md thus delivef the Nation from that 
Burthettm 

JlSeFORE the payment of any balance for the 
behoof of Scotland be made, the securities in the 
haada of the bank can be equal only to the notes iu 
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domi^ic circtdation, and the accoamlated pTOfit$ 
diereon. Let this be called (A). In proportion a« 
these notes come back upon the bank, in a deinan^l 
for bills to pay balances; in the same proportion will 
there be a snm of securities added to the former^ 
mass (granted iiq>on new credits given for filUng up 
die void thereby occasioned to domestic circiilation)^ 
which quantity I shall call (B). 

(A), then, represents the secnrities eqtdvalent In 
the notes in circnlation. 

(B) represents the secnrities equivalent to the 
debts contracted by the bank, in favour of stran- 
gers. 

Now let us suppose trade to become favourably 
and to produce a balance in favour of Scotland ; what 
will be the effect of this? 

I say^ that this balance will be paid to Scotland, 
either in coin, or in the metals^ or in produce, or in 
manufacturer, or in bills. 

If it consists in the metals, it will, if coined, fill 
np, pro tarUo^ a part of circulation: this will make 
a proportional part of bank paper return upoa the 
hank, and extinguish a prop(»rtional part of their 
fiecuritie^; which we have called (A). But then 
there will be more coin in circulation than former* 
ly; consequently, more coin will enter into pay* 
ments made to the bank, than formerly. But we 
must suppose, that before this favourable turn of 
commerce^ there was coin enough both in the bank^ 
and in the country for the uses of domestic circular 
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tion; consequently, the bank will send bflfthis su- 
perfluity of coinj and with it they will repay a part 
df the debt they formerly contracted; 

In the next place, let us suppose this favourable 
balance to consist in foreign hills, upon London^ 
Amsterdam, &c. These will be discounted by the 
bank^ and notes issued for them. The bills will be 
sent off by the bank, in ordet still to extinguish a 
part of what is owing to foreigners, Th^se notes^ 
again, being superfluous to circulation, which w€ 
suppose to be full, will return upon the bank, and 
still diminish the mass of (A). 

By these operations, we see how (A) will be con- 
stantly diminishing; but then, in th^ same propor- 
tion^ we see how the mass of foreign debts will alsd 
be diminishing. Consequently (B), which was en-' 
gaged for them, will be returning to be the free pro- 
perty of the bank; and as \ve suppose no variation* 
upon the sum in circulation, we may consider this 
as a sort of conversion of (B) into (A), and when 
all (B) shall be thus converted into (A), then the' 
debt formerly contracted by the bank, in favour of 
Scotland, will be totally paid off by the same me- 
thod, (only inverting the operations) by which it 
was contracted. 
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CHAPTER XXO. 

tjjfthe Bunk &f£ngktf9d- and Sank» (^ Gipcuta4i(m 
established on Mercantile Credit. 



JL HAVE examiiied with alt the care I am tapathh 
of, th^ nature of bank^ calcnlated for- tfce^ mekifig 
dmnj of soKd popertjr, and the converthig of it into 
paper for the use of circulation. 

The nature of such banks is but little known in 
countries where they hayenot been esta^tHshed; there- 
fore a cEsiEinet account of them may su^e^t hints^ 
irhich in time way prove useful. 

I now proceed to i| detfuctio» of theprineiplee on 
tybicb are fbusded tliose banks- wMeh we ehidly cal- 
culated §6v the me^f eomtnerce; and, ictthe^oDn4» 
work of my im^mrfy I ^^^ Iraee seme of the piin^i- 
|>al operations <^ the Bank of Engl^ml. 

Th^ estabHshtnent of this gretfl Mropany was 
fenn^d about the year 1^94. GofmmmMt at liMit 
time haying great occasion for money, a sti4 itf mett 
was ftmttd who lent to i^ about jC l>900>aoo^ttrlfa)g, 
at 8 pet cent. Ibr the exdnsive prMtegeef baiik'^ 
Ing for 13 years: inth this uddkional elanse^ tha!t 
Jp4000 sterimg fer unrnm lAwfMht prm ^es« 
Kk 
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to defray the expence of the undertaking. This 
sum of £ 1^200^000 sterling, was the original bank 
stock. It has been since increased to «£ 1 1,000,000 
by farther loans to goyemment, for the prolonga^ 
tion of their privileges ; as has been taken notice of 
in the l6th chapter of the second part. 

This stock, as in banka of circulation upon ti^ortr 
gage, is to be considered Quly as a subsidiary secu^ 
rity to the public for the notes they issue: were it 
the principal and only security for their paper, this 
bank would then be founded on the principle of 
public, not of mercantile credit ; . under which last 
denomination we are going to point out in what the 
nature of it differs from those we have already eX' 
plained. 

It is a rule with the bank of England to issue no 
notes upon mortgage, permfmei^t loan, or personal 
security. The principal branches of their businesi 
may be comprehended under- fopr articles, viz. 
1. The circulation of the trade of London. 3. TTie 
exchequer business of Great Britain. 3. The pay^* 
ing of the interest of all the funds transferable at 
the bank. 4. Th)Bir trade in gold and silver. I 
shall now. shortly explain the nature of these four 
great operations; and firsts as to tb^ circulatioh of 
the trade of London. 

If a London merchant has occasion for money at 
^ any time^ he sends to the- bank the bills he has, be- 
fore they b^Qome dbe; and the bank discounts them 
4it certain ral^, accojrding to thp,»atur?,. 
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If it be a foreign bill, the bank, in discounting it, 
htkins of the sum, at the rate of 4 per cent, per an^ 
ifiiim, for the time the bill has to run; but if the bill 
be at a longer date than 6o days, they will not dis- 
count it. So in this case -the merchant must keep 
his bill until it i^ within 6o days df the term of 
Jjayment. 

The reason for this is evident: the security upon . 
which, such bill stands, is purely mercantile. The 
nearer, therefore, the payment is, the less risk the 
bank incurs from the failure of those who are bound 
in it. 

The intention of this operation of discounting, 
bills, is plainly to employ the cash of the bank in a 
•Way to draw an interest for it; but as merchants al« 
low their money to lie dead for as short a time as 
they possibly can, the bank must have quick returns 
for what they advance upon discount, in order to 
be constantly ready to answer all demands. This 
is no loss to the bank, and a prodigious advantage to 
trade, as I shall briefly explain. 

The biewik is constantly receiving cash froip every 
person who keeps their cash with it. This occasions 
a constant fluctuation of payments, which of course 
must leave at all times a considerable sum of other 
people's money in the bank; because it uev^r is in 
advance to any one. 

By long practice in the trade, this sum of money 
becomes determinate: let us call it the average- 
money in the hands of the bank^ It is then with 
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tWs average-money alone, that the bank can dis- 
connlk bills. No\y if tbe trade of Loadoa do afibrd 
bSHs to be discouated atdiffemtit dates within fiodaySi 
Mifficiepl: tp absorb the whole avi^rage-money of 
tbe bank af^^opiiated (for discouBtin^, this branch 
of httsiness would not go forward with the cekrity 
required for the trade of London, did the bank Sn- 
lini^j^ mwchaa^ so far as to discoant at a loiter 

: Ffom. this we learn another reason why the bank 
hf jSdgknd dtseoQints no bill which has more than 
60 days to run. The first, mentioned ah-eady, is 
-fbr the greater security of payment; and the se- 
eoiid^ vfaicb ^« now discover, is ik order to he ablo 
tb dil^voiiiit more bills tvhan otherwise tliey could do^ 
iBd tibi^y discount at a loo^r day. 

Bitoklto foreign btU$> which the bankof England 
Asctdfonts at *4 |»er ^^i/.—4hey, also discount inland 
biflk, aicA notes of hand between naercbants in Lon- 

The inland billsL €0 be discounted at the haok 
lamBt Mhk ^ayebfe in London. The bank calls in no 
MMieyiAmb any^fltstiuit^oarter of the kingdom^ 

iAs )he discounting of notes of hand between 
£^olnlbh mepohtftts liligfat operate the same eAect^ as 
tf Ae bimkiihinild advance them money upon per- 
gonal security, which would be the -case^ were the 
Violas of iiimd drawn for 'obtaifilHg oteAk, instead of 
fsi^gfing'imoiieyire&lly doe between the m^rchiints, Jd 
4te'clllMe of busiaefis^ d>e dbdc^^of the ^biink^ke^ 



Digitized by VjOOQIC 



PBiNCIPJLKS 0F MONtVf i?il 

a F^chful .eye Qyer thi^ brapc^ of manilgejneiit, 
^ad, by examining the reciprocal druughta of mer- 
chants betweem themselves, they easily accjuire a 
kjoowledge of the state of their ajfFairs, and a,re 
thereby eaahled to judge how fi^ it is expedient to 
launch out in discountii^ either the Qotes or bilb 
wherein they are concerned* 

I shall not pretend to assign a reason why, in thcj 
price of discount^ the bank makes a differepice of 
I jper cent, between iqreign and inland bills of ex* 
change. It mjay either be, an indulgence and .encou- 
x^gepDMsnt to fordjgn tr^de; vOr it may be on the consi- 
deration of the better security of foreign bills^ which 
conuib^nly ]mss through s^yeml indorsations before 
Jth£y ^e 4>ffered to be discounted at the bank. 

J jcame next to the circulation between the bank 
jugid the j^ccbeguer* 

The b«nk of England is to the exchequ^r^ 'what 
Ji private person's banker is to him. It receives the 
cash of the e«:che(juerj and answers its demandi^. 

.Cash com^s to the exchequf^r from the amount of 
.taxes. The two great branches of which are tl^ 
excise and customs. To explain this operation with 
Ibe more distiuictness, I shall t^ake the example of the 
^exciee. 

The -excise is pomputed to bring in annually from 
^Lundon^ and the .fifty-two collections oyer all £ng« 
Jia9d^ nett into the Qxcheguer, above four and ahajf 
UnUlionfi sterling. 

yiwBrfifty-two collectors send the amount of fliejr 
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collections to London eight times a year, almost ^« 
tirely in bills, drawn payable to the commissioners 
of excise; they indorse them to the receiver-gene^ 
ral; he carries them to the bank as they fall due> 
and gets a receipt for the amount; this receipt he 
carries to the exchequer^ who charges it in their ac^ 
count with the bank^ and delivers tallies to the 
receiver-general for the amount of his payments; 
these tallies he delivers to the commissioners of ex-^ 
cise^ who enter them in their book of tallies. This 
joperation is performed once every weeky and serves 
as a discharge from the commissioners to the 
receiver-general. 

The bank^ again, keeps an account with the ex«^ 
chequer, which is settled once every day, by two 
clerks, who go from the bank to the exchequer for 
this purpose. When coin is wanted by the exche*- 
quer, for payments where bank notes will not an* 
swer, the coin is furnished by the bank; when paper 
will serve the pui-pose, paper is issued. 

' BesidcLS this operation in the receipt of taxes, the 
hank advances to government, that is to the exche- 
quer, the amount of the land, or other taxes impos- 
ed, which are to be levied within the year. This 
we see is a loan upon government security for a 
short term, quite consistent with the principles on 
which the bank is established. The iai^ sums the 
bank is constantly receiving of public money^ and 
tlie great assistance it obtains from thence in carry* 
ing on the other branches of its trade^ enable it at 



Digitized by 



Google 



PKIKeiPLES OF MONEY.- 355 

present to make advances of money to government 
at 3 per cent. It observes the same rule with re- 
spect to the great companies of the East Indies and 
Sonth Sea, for the same reason; but no advances are 
made to private people^ and in the discounting of 
bills and notes of hand^ the regulations above men- 
ticmed ^3X1^ adhered to* 

. Thus the whole amount of taxes is poured into the^ 
bank, in the manner we have been describing. 
. The bank also keeps the transfer books of all the 
funds negotiated at the bank; and out of the publiQ 
monefj in its hands it pays the interest of these funds^ 
for which government allows to the bank a sum pro- 
portionate to the expence of this branch of manage- 
ment. 

When the bank, as a company, lends to govern- 
ment upon a permanent iund, the capital whereof 
is not demandable, this operation is foreign to their 
business as a bs^nk^ axid is conducted by the compa- 
ny as an article of management of their private pro- 
perty. 

Let US' now, examine by what channels their notes 
enter intp circulation, and the security upon whicl^ 
they stand. 

When issued in the discount of bills, they stand 
on the principles of mercantile credit, and depend 
iipon the goodness of the bills discounted. When 
issued upon, the faith of taxes to be paid within the 
year, they stand upon the security of this paymentj, 
whit:^ is that of the pubUc* 
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Tb0 grettete risk the Wnk ron^^ i$^ m discotiiitiiig 
h$A bilk; bttt by the esctent of tkeir business mtkis 
bmtt^b, «EA<f by circulating the e^h of ^1 tbe nier^ 
Cbftnfd who keep accounts witk tbefn, they ai^qnire 
90 perfel;t isi knowledge of l3ie state of ihdt hthim, 
thai; it rarely happens that mj cme ran hfe^k for 
Tery considerable sams^ withocit the bai^'^ iKmffig 
ft previona notite of it, A sudden lo^s foay^ no 
doubt^ happen, without a possibility of beiftglbre^ 
SMU) but th0 matter of fi^^ probes' %h^% their lo^ea 
if^fxMi bad4)iUs^are inconsiderable, 
' I come BOW, to the last branch of theif manage* 
Aent, to wit, their trade in gold and silver* 

For the circcdation of bank notes, coin is neces* 
sary. In times of peace, and a favourable balance 
of trade, the bank supers little by the obligation it 
is nndet, to pay in Coin, except as far a^ the great 
Conftision of the present cnnency tillbrds an occasion 
to money-jobbers tor melt down the new guineas^. 

!Bttt when large payments are- to be paid ^jiroadj 
the distress of the bank is, no doubt, very great. 

Trtie t!Xportation of the heavy guineas In thne 
of war, and d^ing a wrong bdance on the trade of 
England, leaves circulation provided with a light 
fcnrrency only, in which the bank is obliged to pay 
their notes i and the intrinsic value of the gdtd in 
Which they pay, regulates the price of the metals 
fhey are obTiged to buy at market If l!hey provide 
them theinselveii from abroad, they must pay th4 
price of them in bills of exchange, BtiC ^en the 
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lightness of the cnrrency at hoiae^ sinks the value 
of the pound sterling, as it raises the value of tlie 
ounce of gold and silver. So the only considerable 
loss they incur, is in providing the metals, which 
must ever be considerable^ as long as the old gui- 
neas remain in circulation-. 

The loss upon coining silver, is still greater than 
upon gold; because, besides the loss incurred hf 
reason of the lightness of the gold, the metals in the 
silver and gold coin ,of Great Britain are. not pro- 
portional to the value they beai' in the liondoti mar- 
ket, where they have been bought; aSr has been suf- 
ficiently explained already in another pli^ee'*^. r /> 
- The remedies I propose for this evil, have been 
pointed out in tlie preceding parts of this inquiry, 
and I recapitulate it briefly in this place, to recal it 
only to mind while we are on the subject of the 
bank of England: 

First, then, while the coin is of unequal weight, 
the value of the cun-ency never can be -permanent- 
ly the saoEie. Did the bank seriously set about form- 
ing a plan for the reformation of the coin, I have 
no doubt but government, as well as tlj^e voice of 
ithe nation, would go along with it in forwarding the 
execution of so noble a design. 

The second step I should recommend, is, that 
government should enable the bank to establish a 



* See Book III. Chap. 21. Quest. 7- 
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fimd abroad, for harrowing 6i|i08 of moBey equal tp 
what may be due by £)nglajid to t]xe cpatinent ^qu 
€^taia emergenx^i^s. 

Let us now examine hpw far the p^per qf a mer- 
cantile bank, like that qf I^^lai^)^ t^ods to supply 
the demand of circulation. 

Were no bank established ^t JL»oi>(i9P4 ^ V^ 
"Would be paid^ or di^cqupt^d i^ coip. 

The bank, therefore, meks down into p^p!^ ^¥)^ 
aey, all the bills discounted by them, and thrqwjs it 
into circulation. 

It also melts down into paper all the sums it ad- 
vances either to government, or to the great trading 
companies* in this respect it acts upon the prin- 
ciple of banks upon mortgage. 

It also melts down into paper, all the interest qn 
the public funds paid at the bank. All this ^um of 
paper issues from the bank into the city of tiond^Q, 
and proportionally supplies the circulation of that 
great capital. 

Let us next examine how this paper can find Its 
way into the country of England, there to siippljy 
the use of coin. 

The whole consumption of London for ment, 
beer, fire, and an infinity of articles of manufacture, 
for domestic use, and foreign exportation, comes 
from the country of England. 

Did the country owe nothing to London, the 
sums due for those commodities would be sent into 
the country, in (he current pirpiilatipQ of London, 
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which by what wfe have seen^ absoi^b^ a tei^ lai*^ 
quaMity of paper. 

Btit we hare said above, tliat the wfecrle amoofif 
rf taxes, almost, is i^mittid io Loilddii in bill^! 
fliii cbtlld ntft be the case, Were not thci capital cottJ 
Eisattly indebted to the eountry. This circnmstancd 
Confines the Circulation of bank nbtes chiefly td 
London, and some othet cities, io #iich the inha^ 
bitants' of London, resort, and Whither they catty itt 
their pockets, thd money of the capital, tie. hkrHtU 
^ tiotes. For these reasons, bank notes can never hd 
common in the country: and if at any time,- a scar^ 
city of cuiTency therej proves hurtful to industry, ^ 
the defect cannot be remedied but by establishing 
banks of circulation upon mortgage, in the princi-^ 
pal towns of England. 

^It may be here objected, that such a regulation in 
England, where there is already so great a bank set- 
tled on ^liflerent principles, might draw along with 
it the following hurtful consequences, viz. 

First,' By multiplyiiig th« circulation of paper, it 
would send off the coin. 

Secondly, The taxes would be paid in this papa^, , 
Ithiih ccfuH iiot be received af the balilgdf £ilglahd| 
ted t!li» wottJa throw the whete tiitlns it3M cofi^ 
Ston. ' ' • ' • ,r 

Td'Whiifh I afisWer, Fii^t, thUt if th€ tSfiftfc nm^ 
Sent offi it #bu!ltf return, as has bee« iSaid, wfeile th* • 
t^adte 6f England flourishes: ^an4 Steconidly, That 
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this new b^k paper coming in pla'ce-'of the coin, 
would no more be sent to London than coin is sent 
now. The debts due by the country for taxes, would 
be compensated 'by the reciprocal debts due by Lon- 
don fbr subsistence, &c. and the compensation would 
go on a^ at present' by bills. But were the case other- 
wise, and ^d a change of circumstances oblige the 
country to make delivery in coin to London, the hold- 
ers of the country notes would constantly, as is the 
case in Scotland, have recourse to the bank establish- 
ed in the district, for th;e coin wanted to be sent to 
London. 



CHAPTER XXIIL 

Of the first Establishment of Mr. Lau!s Bank in 
France J in 1716. 



I 



N deducing the principles of credit, I have h 
chiefly in view, to set in a fair light, the security on 
which paper money is established: and, as I ino^- 
gine thi^ important branch of my subject will still 
be rendered more intelligible by an example of the 
«buse to which this great engine of commerce is exT 
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posed, I noie propose to give my reader a i^ort ac-* 
count of the famous bank of circulation first estar- 
blislied in France by Mr. Law; but afterwards pros-r 
tituted, (whether by design or fatality, I shall not hem 
determine), to serve the worst of purposes; defraud* 
ing the creditors of the. state,, aiid a multitude of pri-l 
vate peraoii^.. ... 

So dreadfulacalamityhroo^ht upon that nation,' 
by the abuse pf p^per c^redk, may*bea wamiiig.to^ 
states tob^waimof tbelike. . The l^st way to guard 
against it, is to be apprised ofrtbe delusion of it^.aiid 
to see through thie 3prings and motives by which the 
Missisippi bank was conducted. 

After the death of the late king of France^ Louis 
XIV. the debts contracted by that. monarch were 
found to extend to 2000 millions of livres; that is, 
to upwards of 140 millions sterling. 

It wa« propqsed to the Duke of Orleans, regent of 
the kingdom, to expunge the debts by a total bank^ 
raptcy. This proposal he rejected nobly; and^Urw 
stead of it established a commission, called the f^isa^. 
to inquire ictto th^ claims of such of the nation's cre- 
ditors as were not then properly liquidated, nor se- 
cured by the appropriation of any fund for the pay- 
ment of the interest. 

After m^y arbitrary proceedings, this commis- 
isiop threw the king's debts, at last, into a kind of r 
otder. 

Those formerly provided for were all put at 4 per 
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c^af* iTbc creditors, to the amonnt of six hundred 
millioti9, which had not been liquidated^ nor provided 
for, had their claims reduced, by the commission to 
t«ro hundred and fifty millions j for which they ob- 
tained notefr of state {Billets dUtaty as they were cal- 
led), bearing an interest of 4 p^r cent. also. 

These operations performed, the total debts df tbd 
late tdng were reduced to the ram above mentioned; 
io wit, two thousand millions; bearing an interest ol 
4 per cent, m eighty millions per amtum. 

From the necessities of government, and the di^ 
tressed situation of the kingdom, t&is interest wad 
ill paid ; and there hardly remained, o^t of an ill-paid 
revenue^ wherewith to defray the e^pence of the ci- 
vil government. 

Abott this time, Mr. Law presertt^d to the regent 
the plan of a bank of circulation. 

For the better understanding of this aikir of Mr. 
Law's bank, and the views he had in establishing it 
^ that time, I must give a short account of the most 
material v^iations of the Freiiefa coin, 'before and 
after the Jking's death, Septeniber 1, 17>d; whidh I 
shall fHak^ as short as pos^iblt^^ coni^l^tentty with per- 
spicuity. 
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Fidrtatignf in th0 Fr^oh Coifi^ h^ore and qfter ike 
Death qf Lmds XIV. 



JiN 4^e year 1709, U^ejre was a new general coia- 
^age m Frapqe; by wWch operation the king gaini^4 
^ij per cent, upon ail tbe specie coined*.. 

Out of the marc of standard gold we^e coined 30 
louis d'ors, of 20 Jivres denomination each. O^t of 
tbe inarc of standard ^ilver^ ^ crowns^ jof ^ Uvres.d^ 
noiniiSLatiQn eacl). Sp that th^e ipilver wa^ pnt 4t 4p 
livres the maTc.t — 3nt, 

3y an edict of the jpontb of September l^l^? tb^ 
old king apppinted a diniinution of the denominv^. 
tion of silver and gold coin«; by wbich, after eleyep 
successive changes^ the coin of Franoe was ord^ri^d 
to be brought down, from 40 livres tbe nisurCj to S8: 
so that the 8 crowns, which were called 40 livres in 
the month of September 17 13, by the second day 0$ 
September ^Ib^ (the day after the king's deatb)> 
were to be called only 28 livres. J say, called^ be- 



^ Diitot, vol. i. page 104. 
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cause certainly the crowns had suffered no variatioB 
but in their name. 

On the iSth of August IflS, a few days before 
the king's deaths He issued a deckration, ordering 
that for the future the silver coin should remain at 
28 livres per marc. 

At this rate of conversion, the two thousand rail- 
lions were equal to ^142'^8!^7^140 sterling. 

Soon after the king's death, on the second of Ja- 
nuary 1716, the new ministry issued an edict, whidi 
totally destroyed/ all. This was the most extraordh- 
nary operation^ I believe, that ever was invented; and 
to it was owing the establishment of Mr. Law's bank. 
I must therefore explain it. 

There had been no general coinage since 1709; 
the lonis d'or had then been coined at 20 livres, and 
the crowns at 5, as has been said. The edict of 
2d January 1716? ordered a new general coinage^ 
on the same footing, both as to weight, fineness, and 
denomination, as that of 170SI: the only difference 
was, that the first had an old man's head upon it; 
the other had that of a child of six years old. 

By this first operation, there was an end put to 
the former diminutions on the denomination of the 
coin; which was now raised again to 40 livres the 
•marc, as in 1709. This is nothing. ^ 

There being no difference between the old coiti 
and the new, except the stamp, the old coin was 
called in, and a new face was stamped on the very 
same pieces. But when the louis d'ors were called 
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iki, Ihey Were received at the mint at iio iaore thaii 
16 livres; and by a stroke of the wheel, they were> 
in an iu^tant^ conveii;ed into 20 livres, .the denomi- 
nation of the new doin^ 

Thns a person who bronght 20 old louis d'ors to 
the mint, received back l6 of his own 20, ne^^ 
stamped, arid iio injustice was sSad to be done. 

Under these circumstances, it was natural fot 
the inhabitants to wish to dispose of their old €5iil> 
ki any other market than that at the King*s mint.-— 
They did what they could to smuggle it to Holland; 
Where the industrious Dutchman stamped a i6^ 
livre piece with the head of a child^ as well as the 
king of France could do, and sent it back to France 
Tor a 20-livre piece. These Operations were prevented 
as well as government could; and every method was 
tried to force in the old coin to the mint. 

Mr. Law judged this a very proper occasion to 
form the plan of a bank of circulation, upon the prin^ 
ciples we have already explained^ 

He gave in his scheme to the Duke of Orleans ; by 
whom, it Was approved of; and the bank was esta- 
blished the 2d of May of the same year, 1 7 1 6* 

The :fifst thing Mr. Law did, was to, buy up With 
bank notes this old coin, at a price above what the 
mint gave for it; but many per ceni. below the pro^ 
portion of its value: his paper (payable in the ne\^ 
coin at 40 livres per marc) was sought after for this 
as well as odier reasons ; fmd an immense profit 
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C^HAPTER XXV. 

Continuation of the Account of Lam^s Banh 

X HE bank accordingly was established in favour 
of Law and Company, by letters patent, of the 2d of 
May 1716. The company was called^ the.Genend 
Bank; and the note run thus: 

The b^nk promises to pay to the bearer at sight 

livres, in coin of the same weight and fineness with 
the coin of this day, value received at Paris. - 

The first fund of^ this bank consisted in 1200 ac- 
tions, (or shares) of one thousand crpwns (or 5000 
livres) bank money;, in all six millions; consequent- 
ly, the shares were worth ^250 sterling, and the 
bank stock worth ^200,000 sterling. . 

By the clause in the note,, by which the bank wa3 
obliged tp pay according to tl^e then weight and 
fineness of the coin, those who received their paper 
. w€ire secured against the arbitrary measures common 
in France of raising' the denomination of the coin; 
jand the bank was secured against the lowering of it. 
In A, §hort time, most people prefeired the notes to 
the coin; and accordingly they passed for \ per cent. 
more than the coin itself. 

This bank subsisted, and obtained ^eat credit^ 



Digitized by 



Google 



MntU .tlie Uti of J^tm^T'j 1719; at wBicli time the 
king reiii)biir8^4.i^l th§ pr^piuetors of the shares, 
and took the b^nk; ipto ;hisowa band; under the 
name of tl^e Royal Baiijk. ./; . . 

Upon this Tev9lujljpn, the tenor of the not^ ww 
^hanged, . It ran, thus : Thf bank promises to .pay- 
to the bearer at sight .r.-livres, in silver (:oin, value 
r>ece^yed at Paris. ' 

By this* alteration, the4»qn^y in the potes was 
qiade to keep pace with the money in.the coii^; and 
both weiie; equally afl^cted by ^very arbitrary vayi* 
ation ,upou it. This wa3 oialled i'en4ering the pap^ 
rnof^ncaejixe; beoiose the denc^ninatjang contained 
in it did not vai^y according to the variations of the 
coin : I shoulfl have called it monnoievavkfble; be^ 
cause it was exposed tp changes with respect to iu 
real value» 

Mr. Law strenuously opposed this change in thQ 
hank notes. No wonder! it was diattietricallyopr 
pQsite to Tall principles of credit. It took pla^e, 
however^ and nobody seemed dissatisfied; the tkOr 
t|pn was i^ather pleased: so familiar were the yajria-^ 
tions of the coin in thqse days^ that nobqdy ey^f 
considered any thing with regard to coin or money, 
but its denonainatioi). The consequences of the vari- 
ations in th^ value of denominations, upon the ac-s 
compts between debtors and creditors, were not then 
attended to; and the credit of the uQte$ of the royal 
hank continued just as good as the credit of those of 
Mft I^aw's ba^d b^q; although the livres in thU CPft-« 
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taioed a determinate valne; and the llvres in thai 
could have been rednced at any time to the value of 
halfpence) by an aet pf the king*8 ftuthprity, whq 
was the debtor in them. Nay more, they in fact 
atood many variations during the coarse of t|ie sys- 
tem, without suffering the smallest ^credit This 
appears wondei^; and yet it is a fact. 

As long as the credit of this hank subsisted, it 
fippeared to the FVeneh to be perfectly solid. Th^ 
Wbble no sooner. bursty than the whple nation was; 
thrown into astonishment and consternation. No- 
body could conceive from whence the credit had' 
sprung; what had created $uch mouiitains of wealth* 
in so shprt a time; and by what witchcraft and fas^ 
dni^tion it had been made \q appear io. an instants' 
in the short period of one day. ^ 

I shall now proceed to set before my ^reader ther 
gyeat lines of the royal Missisippi bank of France, 
from the 1st of January 171^, to the total overthrow 
of all credit^ upon the fatal 21st day of M&y 172O, 
This was a golden dream, in which the Prendi na- 
tion, and a great part of Europe was plunged, fop' 
^e shQit space of 5p6 days. 
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CHAFI^R XXVI, 



4ccountqfthe Ray alJI^is^i Bank qf France j e»i 
taUUhed ori Pvblic Credit, 



I 



N order, to unravel the cliaot M Ais aflffur int ft" 
proper manner, it wfll not be amiss to begin by gir-^ 
ing the reader a]x idea of tBe plan which natnrally 
might suggest itself to the regent of France, frost 
the hint of Mr Law^s bank. By the help of thiSc 
cine, he will be the better able to conduct himself 
throngh the operation of this system^ as the French* 
calltt. 

'The regent perodved, that in tonseqnenee ^of 
the qredit of Law's bank, people grew fond of pa- 
per money. The consequence of this, he saw, 
was to bring a great quantity of coin into the bank.^ . 
The debts of France were very great, being, as has 
|>een said, d[>ove 2000 millioni?. Ulie coin, at this 
lime, in France, was reckoned at about 1200 mil*' 
Hons, at 60 Hvres the marc, or 40 millions sterling. 
The regent thought, that if he could draw either 
the whole, or even the greatest part of this 1200! 
iniUions of coin into his bank, and replace the use 
of it to the kingdom, by as much paper, secured 
l^p his word, that he should then be able to pay 
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oW, with it, near one half of all the debts of France; 
and by thus throM'ing back the coin into circulation, 
in paying off th? /d^bts, .^f^it y^'C^W return of itself 
into the bank, in the course of payments made to the 
»tate; that credit would be thereby supported, as 
tU^ bank would be enabled ;^q pay in coin , the pot^s 
as they happened tQ returp^ in tjie CQi^sp of domestic 
circulation. 

Accordingly, dming the whole year 1719> the 
Qr^taf the nqyal bank, was without suspicion, al^ 
though the regent l^ad, by the last (Jay of December 
of that ye^r,' coined pf« bank paper, for no less a 
su^i than 7^9 millions, reckoi^i^jj^ 59 millignsof 
pap^r which had been formerly, ifsued by ^hc. ge- 
neral bank of Lay) atiul cannpany^y for wfai^h be had 
given value to the proj^ieto^^^' wjieij^h^ jtophf, the 
bank into his own hands, as we have said above. 
' I miist here observe, that ^ff \^\^ plan of t)ie xe- 
gf|]it,\ there was, in que. sanse,; a kind pf $f^ci^it^ 
for the Qot^ issn^v , So far, 4?^ they; were 4s3|i^ ftff 
coin bronght.iA frq^ tbe,a|dvan^,valu^;Qf the 
paper, this poin wa& the sequrify : ki the second 
place, when the coin w^.p^i^ away tQ.tjbe cyi^^ora; 
gf the state^ the reg§nt withdrew the oUig^tip^s, 
which b^d be^n. granted to thefiji; J£^n^ altl^qugh \ 
allow that .the king> own obligatioj^ wjthdrawp^ 
was no security to the public, who had received 
bank notes for the payment of it;; yet.still tbe in-, 
teres^t formerly paid to the creditors, was a fund pnt 
pf whlch.^ upcm thp prii^piples of publip credit, the 
annual interest for thp notes was secured, 
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Tlie next remarkable and interesting revolution 
ixiade upon this famous bank, was by the arret of 22d 
February, 172O; whichconstituted the union of the 
royal bank with the company of the Indies. 

By this arret y the king delivered to that company 
the whole management of the bank, with allthfe pro- 
fits made by him since Yha. first of January 17 19, 
and to be made in time to come. Notwithstanding 
this cession, the king remained guarantee for all 
the ncites, which "^ere riot to be' coined without an 
order of council: thfe company was t6 be responsible 
to the king at all 'times For their adnriftistration; 
and, as a security for thieir good management, they 
engaged to leiid the king no less than sixteen hun- 
dred millions of livres. 

Here isf tlie 'eerd and beginning of all the con- 
fiisibn. From this loan proceeded the downfaldf 
the whole system. * . ' 

But before I proceed to explain the scheme of thfe 
Sregent in ihese opef afions upon credit^ I think it 
will contribute' to the clearing up 6f*t-he subgectiii 
general,' to ptfeittiie sfotae short accotint of the rise 
atid'jH^'gress of* this great conkpafiy of the Iridiei: 
lAti'd fof give 9l Short abstract, of some of the most me- 
THoratle transactions during the^Misfeii^ippi $clheme^ 
in the otder of time in whkh they followe4 ocfe 
andthcr. 
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>fllti HttNCitTiBft OF tl^KtV* 



CHAPTER XXVil* 



Jl short Account of the French Coiupatitf tifthi 
Indiesi 



'C 



' ABDIN AL die Richliea, that gteht mitiistet txi 
Louis XIIL was the first who established ti^ading 
ColBpaixies in France^' iS^S, about the time of th^ 
sie^e of RochelIe» 

He then set cm foot the companies of the West 

and East Indies^ 

Several others^ viz. one for Canada^ one for the 

' Leewajrd Islands, and another for Cayenne;^ were 

successively established in the heginning ^f the 

.reign of Louia KIV* 

' These oom^anies^ before 1664^ had frequently 
^chaiiged their forms, and had succeeded very ill. 
, At that time the great Colbert was in the admi^ 
.nistration of the king's affairs. He engaged hi/si 
.master to think serionriy of estaUishing the trude of 
his kifigdom npofi solid principles; for which rea^ 
^n %U: thjs partners in the fcnrm w pr^eFcts of comr 
merce to the new world were reimbursed; and anew 
eMablishment was made^ called the Compagnie des 
tndes Occidentales. 
This exclusive trade comprehended that of Ca* 
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liada^ the Caribbee Islands^ Acady, Nevffonndiand^ 
Cayenne, the French CQqtinent of America, from 
fhe river of the An^azons to that of OronX>ko, the 
coasts of Senegal, Goree, anfl othe;- places in Africa; 
the whole fo;^' 40 years. 

The>ame ypar, l6^4, tber^ w^ another company 
formed for the east Indies, of whiph we shall apeak 
afterwards. 

The greatest* encouragement was givep to these 
new establishments. Large sums were advanced by 
the kii^ for several years without ipterest^ and upofi 
.condition, that if at the enij pf that tei'm any loss 
were found on the trade, it shpuld fall upon the mo- 
UQy due to the king. 

Qn examining into the West India company's ^f- 
fairs, ftfter ten years' administf atioQ^ that is to say, 
^n the year l674, it Was found, that instead of pro- 
4iti]|g of their exclusive privilege, by carrying on a 
regular trade themselves, they had sold permissions 
to private people to trade yeith theiti* 

This abuse cqimnitted by thd pompany hM, how-, 
ever, inspired a taste fpr trade ^niong the French; 
:Whicb the king wishing to promQte, he reimbursed 
:to the conipany all their expences, added their. pos- 
/jessiona tQ hi^ dom^in^ an4 thr^yir the trad^ open to 
'his subjectsi* 

Thus ended the first company of the West Indies, 
palled by the French, the Compagni^ d Occident. 

After the suppression of this copipany, the Fraach 
If ^de to ilmerica was carried on and improved by 
*Nn ' 
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private adventm-ers, some of which obtained particti- 
lar grants, to enable them to form colonies. Of this 
number was Robert Chevalier de la Sale, a native 
of Rouen. It was he who first discovered the river 
Missisippi, and who proposed to the king, in l683, 
to establish a colony there. He lost bis life in the 
attempt. 

Hibei-ville, a Canadian, took up the project; but 
soon died. He was succeeded by Anthony Crozat,^ 
in 1712, who had better success: but the death of 
the king in 1715^ and the rising genius of Mr. Law^ 
engaged the regent of France to make Crozat re- 
nounce his exclusive privilege of trading. Upon 
which, by edict of the 6th of September 1717j was 
formed the second Compagnie d^ Occident y in favour 
of Mr. Law: to which was added the far trade of 
Canada, then in the hands of private adventurers, 
and with these, the farm of the tobacco, for which 
he paid 1,600,000 livres a year. 

I now come fo the East India company. 

I have already mentioned the establishment of it 
by the gi^at Colbert, in 1664. 

After his death, want of experience in those who 
succeeded him, abuse of administration, carelessness 
in those who carried on the company's business, 
competition between different companies, and, in 
short, every obstacle to new establishments, con^ 
curred with the consequences of the long and ex- 
pensive wars of Louis XIV. to render all commer- 
cial projects unsuccessful; and «11 the expenoe be^ 
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slowed in establishing these companies Wias in a 
manner lost. 

In 1710^ the merchants of St. Malo undertook 
the East India trade» It languished in their hands 
until 1719^ a^d their importations were not suffi* 
cient to supply the demand of France for India 
goods:* for this reason it was taken from them, and 
iDCorpora|:ed with Mr. Law's company of the Weat 
Indies^ in May 17 19. 

By this incorporation was established the great 
CompanjfofthelndieSy which still subsists in France: 
tiie only monument extant of the famous and unfor-* 
tunate Law. 

For the better understandings therefore, what is 
to, follow, let us attend to some historical and chrcH 
nological anecdotes, relative to the wonderfulope-* 
rations of this Missisippi bank, and company of the 
ladies. These I ahall set down according to the order 
of time in whichthey happened, and my reader may 
have recourse X0 them as h^ goes along. 
. Without the help of this table, 1 should be in- 
volved in a history of those events, which, however 
amusing it might be to some readers, would be quite 
incousisteat with the nature of this inquiry. 
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^6 PRIKCIPLKS OF MONfiY* 

CHAPTER XXVill. 

Chronological Anecdotes^ 

1709.XA. GENERAL coinage in France; the mart! 
Off standard silver, worth two ponnds sterling, put 
at 40 livres denomination. 

September \*f\S. The king reduces the denomi-^ 
nation of the silver coin to 28 livres the marc, and 
the gold in proportion. 

These reductions were made gradual and progres- 
sive, and were finally to take place no sooner than 
the 2d of September 1715. 

August 1715. The king declares^ that. in time 
to come, the coin vms to remain stable at 28 livres 
the marc of fine silver. 

September 1^ 17I6. The king dies. 

January 2, 1716. The regent of France orders 
a new general coinage; raises the silver coin to 40 
livres the marc, and cries down the old king^s coin 
(though of the same weight, fineness, aind denomi^ 
nation) 20 per xent. 

May 1716. Law's bank established; bank notes 
coined; and the old coin bought up at great dis« 
€^(mnt. 

September 6, 1 7 1 7. Law's company of the West 
established* 
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iSeptehiber 4^ If 18; He undertakes the farm of 
tobacco; 

September 22, 17 IS. The first creation of ac^ 
tions of the compaiiy of the West, to the number of 
200,000, subscribed for in state billets^ at the rat« 
of 400 livres per actioti. 

• January 1, 17 19* The bank taken from hx^^ 
^nd vested in the king. At this time the nnmber 
' 5f bank notes coined, ^.mounted to 59 ioillions of 
iivrcs. 

April 22, 17 19- A new coinage of 51 millions of 
notes; in which the tenufe of the note was chianged^ 
and the paper declared nMrnoie^fixe^ 

May 17^9- Law's company of the West incbr- 
porated with the company of the East Indies} after 
<which it was called the Company of the Indies: 

June 1719« Created 50,000 new actions of &e 
incorporated company; sold for coin at 550 livres 
j»er action. 

June 3, 1719- ^ The mint made over to tbe comr 
pany £m:.50 millionB« 

June 10, 1719. Coined of bank notes for 50 
ttullions of livres. 

July 1719' Created 50,000 actions as a,bove.; 
iold for notes, at 1000 livres /^emction. . , 

July 25, 1719. Coined of bank note^. for 849 
aiiUions. 

August 1719. The company obtains the gene- 
ral farms; promises a dividend upon every action of 
900 livres; agrees to lend the king sixteen faun* 



Digitized by VjOOQIC 



r 
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idred millions at 3 pcK cenfn and have transferred to 
them 48 millions per annum for the interest of that 
sum. 

September il2^ 1719- Coined o£ bank notes fot 
l30millions% 

September 13, . 1719. Created no less than 
100,000 actions; price fixed at &000 livres per 
action. 

September 28, 1719^ Created 100,000 more 
actions; price as the former, fixed at 5000 livrei 
each. 

October £, 1719* Created 100,000 more actions; 
price as the former, fixed at 5000 livres each. 

October 4, 1719. Ccined by the regent's pri* 
Tate otder, not dqlivered to the company, 24,000 
more actions, which completed the number of 
6d4,000 actions; beyond which, th^y never ex-^ 
tended. 

October 24, 17 19* Coined of bank nates for 120 
nillions. 

December 29, 1719- Coined of bank nojtes for 
129 millions. 

January 1720. Coined.of bank notios for 21 mil^ 
lions. 

February 1720. Coined of bank notes for 27^ 
millions. 

February 22, 1720. Incorporation of tbebanli^. 
"With the company of the Indies. 

February 27^ 1750. A prohibition by which no 
obe was to have in his custody, more ^an 500 livrep 
of coin* 
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March 5, 172O. The com raised to 80 Ibnteaper 
marc. 

March H, 173O, The coin hronght down td 65 
livi'es per marc; and gold forbidden to be coined at 
the mint, or nsed in commerce. ^ 

March 1 720, Coined of bank notes for 1 91,803,660 
livres. 

April 1720. Coined ofbank notes for 792,474,720 
livres. 

May 1 , 1 730. Coined of bank notes for 642,395, 130 
livres. 

May 21, 1720. The denomination of the paper 
diminished hy arret of council, which, in an in-^ 
stant, put an end to all credit, and made the bubbly 
burst. 

At this period, had been coined of bank notes to 
the immense sum of , • Livres, 2,696,400,000 

Of which had been issued 2,235,083,590 

* " ■ " ■ m 

Remained in the bank^ 46l,3l6,410 

May 27. 1720. The arret of the 21st of this 
month recalled, and the paper restored to its full 
denomitiation. 

May 29, 1720. The coin raised to 82 livres 10 
sols per marc. 



♦ Dutot, vol. i. page 144, Vol. ii; page 207, 
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fSO . faiKCIPLI^S OF MOMSY. 

Junes. 1720. 4QOfiOQ actioqs beloi^iog t& the 
regent are burnt; and the 24^000 more^ .whi^ 
were created October 4, 1719? siippresspd; also 25 
inlllions of the interest formerly granted to tlte 
company, for their loan of l6pQ millions^ yielded i:y> 
liy $bfp onnpany, and constituted again upon the 
town house of Paris. 

October IQ, 1720. Alt .bimk notes* a^ ordered, 
by arre# of this day, to be suppressed, if not broug^ 
tp the bank before the 1st of December fallowing, iq 
4>rder to be paid in manner therein specified. 



CHAPTER XXIX, 



Continuation of the Account of the Royal Bank of 
France y until the Time thai the Company of the 
Indies prqmised a Dividend of 200 Livres per 
Action^ 



HES£ things premised, what follows, will, I 
hope, be easily understood. 

As sopn as the regent ef France peyQeived the 
"wonderful effects produced by Law's bank, he imme- 
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d^ntilf fesbliMid to' milke use of^that engine^ for 
desurfn^ tbe kiiig^i revettne of a ptat of the nnsnp- 
poitaUe loftd'^f eO:iiMlKons o^ytorly interest^ dae^ 
thoQ§^ indea^ very irregiilaily > paid^ to tli^ credi- 
tors. ■ ' .. ' :0 . . 

' It'Waft t0 compass thin en^, thsTt he bestowed^ on 
Law thecdm^dny of the W^st tndiqs, and th^farm 
pS thetobabc6;i'* ■ i * ^ •' i : • 

Td aJtmhrhi tbo tniUMs of the most diseredited 
artk&fai :o^ -llie -KiiigV debts^ S€!0,000 actidiis or 
shares of this company were created. These Were* 
nated at sod^ livres eabh,attdtlie subscription fdtthe 
actiohs was ordered to be paid in hiiteis d^etaty si^f 
niocik dkoredited by^i^s^ of the bad payment of 
the interest, that iSfOO Ihrresi nominal valne in these 
billets, ,trottld not JkaVesold upon change for abo\'e 
160 or 170 liTTee^ In the subscription they irere' 
tti^kea for the full value. As these actions became 
part gi the toqipany's stock, and as the interest of 
the billets was U> be paid to the company by the 
lang^ this was effectually a loan from the company 
to the Mh^ of 100 millions at 4 per eenty 

The uexfc step was to pay thft interest re^iarly to 
the'coaspany; Upon this the aokioni which had 
been bongibt for 170. livres, real valuer monnted to 
par, that is, tp 600 livres. ' 

This vnas'ascvibed to the wonAQrfu) operations of 
the hank; whereaa it was wholly 6wi»^tot]^e rem> 
lar paymeiitof the interest. . 
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In May foUowii^, I7i%tib«£adt loiM ton^fm^ 
Tras mcorporat^d with tbe We^ Indin; comjiaAy: 
aad it was stipulated that ^ fiOO,€MQ acAioM fw^ 
merly crealad^ were tp be entitled to a. eomonon 
share of the profits of the joist trade. 

JB^t as the sale of iSae first fiOO^ooo actkms had 
prodaced no liquid value which could be turned into 
trade^ (having been paid for in state biilets)^ actea-* 
tioQ of $00,000 ^ew actions wiu9 made in June 17199 
and the 8n]bs4sripticm opened at 560 livito peydblata 
^£^ive cqin. . 

The €K>«fideBce of i^e |mhUc u Mn L4v/ii^ ^ 
^s tio^e so great, tjiat they might have sold, for 
^uch more: but it w^b Judged expedient to limit 
ik^ snbscriptipt)^ to this mm ; leaving the price of 
the actions to rise in the mari&eC, acx^ording to de- 
n^apd^ infayafir oS. the; oartginal sn^cribers. 

^ This money, amonntiiig tQ37>&CO,000 M^rea in 
€k4% was :tq be ent^ployed in building, of ^ps, and 
other pr^io-ations fox carrying on the trade. 

V The hopes of the publk were so much i^alaed by 
the favourable appearance of amoet lucrative trade, 
that inore actiens were greedily ckmanded^ 

; ^cQordlngly, in amobth after, July 1719> aaodher 
4are$tif)^HKa^ made of 50,000 addona; and the price 
of them fixed at lOOOlivres; . . 

: It must be obserrad, that all actions delivered by 
the eempany of the Indicsy originally centained an 
obligation on the company fotf {ki more than 4 pet 
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Vem.mfm$iht wicie^SOO Ktim, with \i pTOpHftka 
of the profits on the trade; so that the rise df the 
isCtddM {>focee<fed eittirely irom the hopes of those 
gittft ptt^l», ftod firam thesfaildtig of the rateof 
inUf^t a ccmseqtbstke^'o^ tlte ptenty of money to 
helesL 

But^b«8ide6 the traded what rai^d their Valu« at 
this tifioe w|is> ti^at jtist before the last creation of 
iMKtions^ inne lOy 1719, the king had made oytgr 
the mint to the company^ for a consideration of SO 
millions of livres; and this opened a new branch of 
profit to every one interested. 

The sale of the last coined actions taking place at 
IOOOl livres each, so great a rise seems to have en- 
gaged the regent to extend his views much farther 
than eyer. 

The fourth creation of actions vras in the begin- 
ing of September If I9. / * 

In the interval between the third and the fonrth 
creation^ the regent made over the general farms 
to the company^ who paid three millions and a half 
advanced ^rent for them. And the company obliged 
themselves to lend the king (including the 100 mil* 
lions already lent upon the first creation of actions) 
the immense sum of 16QO millions at 3 per cent^ 
that ts^ for 4B millions interest. 

No sooiierhftd &ey got this new source of riches^ 
into their hmds^ than they promised a dividend of 
tt^ less than 200 iivrrs on every ^ction^ which war 
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1»n times more than wa$ ^^i^id^jM •thrw^fibeti at 
first created. ^ c, . • : ».. ':m-.i ^. ; ..? 

The conseqneace pf,•t)li^: wfts^ jlfiili («iqppf sing jbb» 

dividend to \f,9,v^ b^fo pfi»p^i9$|t Mid ^e<^m)r^(ll^#o 

tioa Me» ^qune as. i^iyt^ worth .ftOQChlivrje^ a^.at 

^rst it was worth 500 livres; accordingly to 5000.^ 

it use, npon the ptopMse of thi$ new div JA^ftd. . . 

, By this operation the whole debts of ^999^ w^^ 
to hetorned into actions ;> aod^tlie company .w^_ tg 
become the public debtor^ ia8tea^pf':the Kiagy/whq 
would have had no more to ^a;^ but 48 million of 
interest to the company. - 



CHAPTER XXX. 

Cordumatwn of the Account of the Royal BanJcof 
France, u/itil the total Banhrnptty, on 

JL NOW resume the tbiread of my stpry^. We left 
ojBr*at that period lY^es^ the credit of the company 
and pf the )[)aid£ wa? in all its glory, .Npyember. 
^l^;;,t|j^;acj^n^SeW9g.a^ IftWQ li^reg, ^yidfuA 



Digitized by VjOOQIC 



iBDO-JHivlM.'^yefti^jilfr/aoticm^ :aad.the bank leikdihg "^ 
-at 2ptr ctmi:J^9M tfiis.wafi qiiite consistent 'with the 
thcoi rate^of mbxwyv 

' In' tfais^ (State' did iUKKttciB contiiiiie nntiLthe ^^ of 
Pebmary 1730^ when the bank was incorporated 
with the !Qo«ipoii7 <if the Indies. 

T\m > Idrfg^ stiH^coiltihiied gnatantde of all tfa« 
banki9tfte8s ^nooeweterfobe c^oiiied bntby his au*^ 
thdrfty: iaiid'!l;he*<omptr4>llc9r^general' ioT-ih^ time 
bem^^ .was to haFe^nt !aU rtinies, tbget&ef with the 
Prero#</e^m6]x:iAkfwi^af^Pans^' ready access to in^^ 
«pect tlit) books of. the biunk. ' 

As the intention^ attke tinie of the incorporation^ 
was to. ccSn.a/Tery great quantity of liotes^ in' order 
to: boy np tl|e actifjn^^ and to ^bwitow badk the mo- 
neyj» in ordw t0 pay .^^0 evadttars> it was tpmper. 
to . gather 'together, as . «m<^* rCpin a» pose^ible^ toe 
gaard aga^o^t a rotf vpon the b^euiki: 'fot which pur^ 
pc^e^^tibe fiCioopB. .^/e^ dek.CmmUf. of'the* 27th 
^f Febra^irf^ 17SN)^.:waspitbliab6d> faorb|dding any. 
person to keep by them^ nioi;e than 500 lirres in 

^Xbis waK. plainly anpvUmgi .the ob%ation in the 
bank paper^ *^V^ tuthe Jk6strer>m^ demmnd^the sum 
^cified^ in sihier oo(n. i ... 

Was it not very natural, that snch an airret skoold 
hfiYe^ at onee» pi/t an end to the credit b£t:be bank ? 
No: ihich thing however happened. Hie ieredit re- 
mained as solid after this ' a» before; and nobody ^ 
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liiihded gold or silver any more than if 1Ji«<krfomi4 
nation ia their paper hud Iwd noiielatim to <ike9e 
metals. Accordingly, many wbd had cmn and 
confideni^y hronght k i% and were. glad ito .get: pa- 
Jierforit. . . 

The coin being coUectod in abont a W66t^« titne^ 
another^^tf rre£ de Cansdlj of the 5lii of Mardi^ was 
issned) raising the denomimtion itom 00 Unes to 
80 livres the marc. Thn^ I soppoise, die coin wfaicfh 
the week before had .been taken in at 6o loNVes, was 
paidaway atSO: and the bank gained dSf j^a^ cenifi. 
npon this joperation. Did diis^httrtitlie credit of the 
bank paper? Not in the least. *i 

As^soon as the coin was paid away^ /ndiieb was not 
a ]<mg operation, for it was o%'^ in less than a week; 
anoUier^rrtfi^^fe €bDMf^ of «h6. l|th c^tfae ^apie 
moiMb of Mareh> came o«ft, dedaring Am, by the 
first of April> the cmn was to be tigain nedHoed «o 
70 livres the marc^ and on the fint of May to ^. 
livbes. Upon this the coin, which bad beeii paid' 
away ^ wed^ .before^ came.poaring into the bank, 
for fear of the diminution which was to take j^M 
the first of April. Jn this peri^ of idbcMit three 
weeks, tfa» hank weemsd in coin about' 44 millions 
of livres; and those who broiig|bc itjn tbetngbt they 
were well rid of it. 

. It was during the months of Fribmiaryv Mair^h, 
and April I7d0,.that the great operations nf ihe 
systMA wcBTQ-caiaried on* 
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liSlbi&aptar^.^hatpradiprassiimsof bank notes 
vnere'coined^ ami issued darings tttot time. It wa« 
daring this period also^ that a final cooclwioii wad 
put to the* mmborsiag fdl the public creditore with 
bank n^^te^ix m com^eq^aw^ of whi^ch paymentj^ $he 
{ovrnw Moaritiey^graated to them by the king^ undev 
the Mtfi^iity of the pi^liim^li^ verewitb* 

irwmi a«d aimulledw 

Here ikm. we have ^adwtei iim ^chfNEiie to the 
lastpfsriod. 

. TlMfe remnteed cfnly m>» step to be wade to cen- 
cbda the eperatioB^ to wi% the aaleof the acticw^ 
vhictr^the r^fatt had in bis cii$t#^ loathe iwnbop 

of 4oo>oao. 

. These wwe to he told to the pabUc^^ wifo wem*! 
this time; in possession qfrbank notes to tbevahnQ oC 
9|936^c#%S90 lm0^ See the Hoiregolng table. 

:Hsid the s^e of tb^ actions takem. place^tfae notear. 
wotdd aU ham iMsined to thf hfubk, awi there b«W^ 
been destixiyed : by which . i^peraititn^ . the eomfsmf 
wonid haTe heeone' d^tor to the public for the 4i- 
vadenda cxf>aU< the iMitiana in their haods> and to tb^ 
kmg |br aU thosi^wdikh.mi^t hai^e yemaiqedi^ th«^ 
haftds c^ the regenk 

Bat alas! alt this k a trahi speqnlatioQ. The sys^ 
Urn, wtiifsh faMi^ito hudstood H» groond in spite of 
the most Tiolent shodcs^ was qow to tumble mto . 
rwn from a cMldisIi wbiin. 
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Iti order to set th'iy iM>k» of )^lifi«d whlimetie , 
hi tlve meat liidionxi»lighi'^pnp]faieV'I*nint.(^ 
Dntot^s own wavds, ^tftered kith a toie IbcartaiBd in 
iober sadness. - • .*. -. t ,:/ .. • ';: L iiv • •-:.'• . . . 

' ^^ This prc^I^idtis; q>Mntft^ iiiJP'mJ^^ 
<^ iioh,** says' lie, '^ had m^ lili^"{)i»i(^ *tf 'eveiy 
^ thing excessively ! -sc^ m ^rifer W bfin^ibmnprieesy 
^ it iiras judged mWe ^ii^tedient to ^tti|)lbli tbe^ de* 
*^ nomination of the bank notes, t^n-lb nuise the 
^ d^AitiMionoF tSie dmif ;*t»d(!)a«t&6>lA4tf dtmiftish-. 
^^ ed the (jnantity of money, thisi i^ngmented it.** 

'This i^fhe 'grand ^pOiHil HTidev^deliberation., be^ 
£lre the femotts arret^f^Sk^ dtst^ofiMaywasf^iveci^ 
ifhl ^ttv^th^ir it Wo hm&i to iaiAi Ae valae of tfie* 
coin, which did not belong to the hanky^but "i^ th^ 
Preik^k Mtibi% to tlolible tHe dl^ifiiiiation;tt bore, 
at' this ti^, that fe,- to *1^0 Ifrireft the *m«Ki by 
which mekns the 1500' Millions itoUld liave mado 
Sf6do iniffiohs, <Hr tOTednce Ithe 9000 Actons of bank 
itotesi \i^ one half, that h\ to>i30O>mrUioii8, tlie' total 
dWom&»ati<mof t|heco>ii. • ii- 

After ^ tbost learned ddibenitiMiy it was ffesolTecb 
to re^de to one ttaff> the denokMnatkm lof all the> 
pape^ oi^ Frani)^ bank not€6ia»''4ieU as actbas, in*s 
stead of raising the denomination of^ the coin; andr 
this befcanse the^priiies «f '^diiiWiodities were sop-, 
posed to be in propwtfOtf'tbJthe ^qiiantity 4^l2ie de-i 
nbminatiotts-of trioriey. ' *' - ; : 1 ./ 

The arret was i\q sooner ptifeHslleiijthaTi^the whol^ 
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^aper fabric fell to nothing. The day following, the 
22^ of May, a man might have starved with a han^^ 
dred millions of paper in his pocket. 

The diminution upon the paper, by the arret of 
the 21st of May, raised a most terrible clamour; 
and Law became the execration of France, instead 
of being .cdiisidelred as its saviour. He was banished^ 
i^nd reduced to beggary the same day; 

Had matters been left without any change at all^i. 
lio.had cdn^equenced would have followed: these 
existed only in the heads. of the French theorists; 
There was> indeed, twice a^ much money in bank 
hates as in coin^ in the whole kingdom of France: 
aftd what then? y^ 

When the regent i^aw the fatal effects of his arret 
bf the 21st of May, be revoked it on the ^7th of the 
Bame month* On the 29th, he re-established all 
the paper at its former denomination: but confidence 
was gone, and was no more to be recalled. 
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CttibFrEll XXX£ 



Of Banks ef Deposit and Tmn^iP. 



jk NOW disfBiss tWsiiti^ject of banks <^dr<ai(a;liogM* 
Tbe onspeakal^fe advantugee^ dl*awii« from tbis i»sti- 
ftttion> w6e» proj>erIy i^egu^sted, iii-sttpplying mooey 
at ail thnes t^ t&o^e- who- bare property for- the en- 
couragement of industry, and for inrprovenients- ef 
aH' sortsr; annf the bad consequences whiclk result to 
Society; from the abmse they are exposed to^- has eu^ 
gaged me, pertiaps, m too long a discussion of tari^ 
bxxs circumstances^ rdattng to them. 
' I now come to treat ofbanftsrof deposit, or of tr^^s- 
fer of credit: an institution of the greatest utility for 
commerce. 

These two species of banks diffef essentially in two 
particulars. 

First, That those of circulation serve the purpose 
of melting down unwieldy property into money ; and 
of preserving the quantity of it at the proportion of 
the uses found for it. Those of deposit, are,calcu- 
- lated to preserve a sum of coin, or a quantity of pre- 
cious movables, as a fund for carrying on the circu- 
lation of payments, with a proportional value of ere* 
dit or paper money secured upon them; 
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Secondly, Inline banks of circulation, the fbnd up- 
on which the credit is built, is not corporeally in the 
custody of the bank; in the other it is. 

The ftindaniental principle, then, of banks of de- 
posit, is the faithful preservation of the fund deliver- 
ed to the bank, upon which credit, in morney, is given 
fqy the value. 

If at any time a bank of deposit should lend^ or 
should in anywise dispose of any part of this fimdy 
which may consist in coin, bullion, or any other pre- 
cious movable, Qx^ce delivered to theni, to the end 
that a credit in money may be Written down for it in 
their books of transfer, in favour of the depositor^ 
^nd his assigns ; by this act, the bank departs from 
the principles upon which it is established. And if 
$iny bank be established which, by its regulations, 
may so dispose of the fund of its credit; then such a 
bank becomes of a mixed nature, and participates of 
1^9iX of a bai\k of pirculatioi^. 



J^NIX QF BOOK THIRD. 
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BOOK THE FOURTH. 



PF EXCHAKGE. 



CHAPTER I. 

Of the First Principles of Exchange. 



A 



REGULAR bill of exchange is a mercantile 
pontract^ in which four persons are concerned^ via*. 
First The drawer, who receives the value, Second- 
ly, His debtor in a distant plac^, upon whom the bill 
is drawn, and who must accept and pay it. Third- 
ly, The person whp gives value for the bill, to whose 
. order it is to be paid. Fourthly, The person to whoim 
it is ordered to be paid, creditpr to the third. 

By this opers^tion, reciprocal debts, due in two di$- 

' tant parts are paid by a sort of transfer, or permatft- 

|ion of debtors- and creditors. ). 

(i^) in Lon4Qn> iis creditQr to (B) in Paris, v^loe 
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^100; (C) again in London, jb debtor to (11) Sn 
Paris, for a like sum. By the operation of the bill 
of exchange, the London creditor is paid by the 
London debtor, and the Paris creditor is paid by 
the Paris debtor; . consequently, the two debts aie 
paid, and no money is sent from London to Paris^ 
nor from Paris to London* 

In this example, (A) is the drawer, (B) is the ac-. 
cq)tor, (C) is the purchaser of the bill, and (D) re-. 
ceives the money. Two persons her^ receive the 
money, (A) and (D), and twa pay the money, (B) 
and (C) ; which is just what naust be done when twa 
debtors and two ci*editors clear accounts. 

This is the plain principle ef « bill of exchange. 
From which it appears that reciprocal and equal 
debts only can be acquitted by them., . 

When it therefore happens, that the rcciprocd 
debts of Londop and Paris (to use the same^^x-. 
Himple) are not e^al, there arises a balance on one 
*iide^ Suppose London to owe Paris a balanee, mt^. 
•hie J^ 00. How can thisbepaifl^ I answer, that 
tit may ^her be done with or wi^out the inte^ecK 
-iim «»f a biQ. 

9¥ith ^a bill, if an^^cehanger, fiinding h des^auil 
^iMT^ib bill lafpon Paris, for the value ctf ^fO©-when 
Paris owes BOiuofe to Londcm, ^all^end ^300 tu 
'l»s ^cnvespen^lit -at Paris in o«4ti, at the expencej^ 
I -suppose of ^1 . and tiien, »hwi«g ^eoeraecn^dilor 
on Paris, he can give -a bill for the value df a^?©6. 
ii|q^Jhi:s>beifiiig'.repai4 forv'l^ 

psk and trouble. 
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^i it ma^y be paid wkfaidiit a biU, if the jLcmdoa. 
iAi^btor shall send the coia himael£ ta his. Paris cxe^ . 
tditor, without employisag' an exchanger. 

This last example shews of what little use biU^ 
a»;ia the payment of balances. As far a$ the disbts 
are*eqnaL^ nothing 4{an be mone- useful than hills of 
exchaiige, but the nuke they are uaefuL in this eas)^ 
way of business, the less profit there is to any pei^r 
son to make a trade of exchangs^Aidienhe is not him«^ 
99^ caotioernsd, either as d&bUiir or creditor. 
. I When merchanta have occasioa to draw and re- 
mit bills for the liquidation of their own debts, ac^ 
^ve andpassive, lo. distant parts, they meet upon 
Change;, where, to pursue the former example, th<t 
CFeditors upon Paris, when they want money for 
bills, look out for those who are debtors to it* The 
itc&toirs to Paris again, when, they want bills for 
money, seek for those who are creditors upon it^ 
This is a representation of what we have frequently 
called the money market, in which the d&mandx% 
Uft mqney^ or foj^ btlis. 

This maj^et is constantly attended by brokers^ 
who relieve the merchant of the. trouble of searching 
for those he wants* To the br^er eviery one com:- 
jmnnicates his wants, as £eir aa he findd it prudetit; 
and by going about among ail the merchants^, tha 
brok^ discovers the side upon which the greater de* 
tnand lies, for money, or for bills^ 

When balances come to-be paid^ exchange be^ 
comes intricate; and merchants are so much emr 
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jployed iti jparticular branches of business^ thai they 
BUce obliged to leave the liquidation of their debts to 
' a particular set of men, who make it turn out to the 
btest advantage for themselves. 

We maj^ thei^ciforej here repekt what we have 
said above, ihatthe more difficulty there be found 
in paying a balance^ the greater will be the loss to 
the nation: 

I shall, in ais short and distinct a manner as pos-^ 
sible, recapitulate, under four articles, what I hope 
will be sufficient to refresh the memory npon each 
of them. 

The first difficulty which occurs in paying a ba- 
lance, is to determine exactly the true and intrinsic 
' value of the metals or coin in which it is to be paid; 
that is to say, the real par. 

The second. How to remove the domestic in- 
conveniences which occur in paying with the me- 
tals or coin4 

The third. How to prevent the pric^ of exchange 
from operating upon the whole mass of reciprocal 
payments, instead of aflecting the balance only. 

The remedies aiid palliatives for these three in- 
conveniences on(?e discovered, comes the last ques- 
tion, viz. How, when other expedients prove iiH 
effectual for the payment of a balance^ the same 
may be paid by the means of credit, without the 
intervention of coin; and who are those who should 
conduct this operation. 
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CHAPTER JI, 

How to determine exactly the true and intrinsic vor 
lue of the Metals, Coin, or Money, in which a Rch 
iance tojoreign Nations is to fe paid. 

JL HIS first t}uestlon regards the whole mass bf ror 
ciprocal payments, m well a$ that of ^he balfuice, 

JBvery pajment to be m«de of a determinate and 
lixed value^ that is to say^ of a liquidated debt, 
must be paid in a value equally determimtte in its 
nature. 

This I suppose to be the ^ase, whether payment 
he made in the precious metals unmanufactured^ 
that U, bullion^ or in a nation s i^oin, or in deno-^ 
minations of money of account, AH payments in 
merchandise, except buUiojit, must suffer conversions 
ipf value before the debts can be liquidated, 

M-0ney"^of account, which is what we understand by 
denominations, we h^ve already defined to bea j^cal^ 
of equal parts, calculated to determine the value pf 
things, relatively to one Miother. It must, therefore, 
be by the money of account of different nations, thai 
the value of bullion and of coin.canbe asi?ertained, 

When coin is introdu(;ed, the d^nomin^^tipii^Qf 
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money are realized in a determinate quantity of the 
precions metals; and the fabrication of the bullion 
into coin, raises the value of this commodity, bul- 
lion, like the manufacturing of every other natural 
production. 

When coin, therefore, is employed in paying sums 
according to the legal denomination which it car- 
ries, it is money, not merchandize; but when it is 
given at any other rate than its denomination^ i^ 
is merchandize, not money. 

In the third book, we have shewn how utterly 
impossible it is to realise witJi exactness, the deno- 
minations of money of account, in the metals which 
.at^ constantly varying in their value, and exposed 
to waste in circulation. 

We have shewn, by many examples, how, in 
fact,, the value of the pound sterling has been sub- 
ject to great vicissitudes of late, from tjie great dis- 
order of the coin, 

This being the case, the way to calculate the real 
par of exchange between nations, who have in com- 
mon no determinate' and invariable money, exclusive 
of coin, is to consider fine gold and silver as the 
next best standard. 

This is a merchandize which never varies in its 
quality. Fine gold is always the same in every mass; 
and weight for weight, there is no difference in its 
value or quality any where. 

This standard being once adopted, the calcufiition 
ef the real par becomes an easy operation t^i:hose 

:f 
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who know the course of the bullion market in the 
two places eicchanging. 

If, by the exportatiou of all the heavy coin of 
London, bills must be paid in a worn-out cmi'eucy, 
the rise in the price of gold in their market, above 
mint price^ will mark pretty ^nearly how far it is 
light. 

If, on the other hand, the wai"^ of France,"or a,n 
unfavourable balance upon her trade, shall obl^e 
her to export her coin, this operation will sink the 
value of it, or raise the price of bullion, which ever, 
way you choose to express it. 

We have> I think, demonstrated,, in the second 
book, that a wrong balance upon the French trade 
may raise bullion in the Paris maiket to the price of 
coin; and that a right balance may bring it down to 
mint price. The price of coinage is above 8 per cent. > 
So that 8 per cent, of fluctuation in the price of bul- 
lion is easily accounted for in the Paris market, 
without taking into the account the variations in the 
English market. 

In London, M'h^re no coinage is paid, were all 
the coin of full weight, and exportation free^ coin 
and stapdard bullion would constiintly stand at the 
same price; but when th^ heavy coin is exported, 
and the qurrency beooipes light by the old coin re- 
maining in cirqulatioA, th^ price qf bullion rises ir^. 
proportion. 

Is it surprizing that, at London, gold in buUioii 
4lQg[ldbe worth as much as gold of the same stand- 
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ard in gaiiieas, weight for weight? Is it not worth as 
much at the mint? Why should it not be worth 
as much at the market? 

To calculate, as every body does, the par of the 
French crown, either by the gold or the silver in 
the English standard coin, when no such standard 
coin exists; and to state all that is given for the 
crown above 29lrf. if you reckon by the silver, or 
Bi^d. if you reckon by the gold, for the price of a 
wrong balance, is an error which may lead to the 
most fatal consequences* 

If government should think fit to impose, in their 
own mint, a coinage, equal to that of France, and 
make all their coin of equal weight, and at the due 
proportion, it ^ill take off all the loss we suffer by 
paying coinage to France (which we at present im- 
pute to the exchange) while she pays none to us 

But then it will occasion nearly the same fluctua- 
tions upon the real par of exchange as at present; 
only from another cause on the side of Great Bri- 
tain. At present our exchange becomes favourable 
from the weight of our own currency, and the ba- 
lance against France upon her trade; which, in 
Paris, raises the price of the bullion with which we 
pay our French debts. On the other hand, our ex- 
change becomes unfavourable from the lightness of 
our own currency, from the coinage we pay to 
France, and balance against us; which last carries 
off all our new guineas ; and in the Paris market^ 
sinks the value of that bullion in which we pay our 
French debts* 
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Were matters pnt npon a right footing, we should 
gain from France the price of oi>r coinage, when onr 
balance is favourable, and pay coinage to France 
when their balance is favourable; instead of seeing 
our exchange turn more in our favour, from the 
additional weight only of the' coin in which we 
pay. 



CHAPTER IIL 

How to remove Inconveniences which occur in pay* 

ing Balances with the Metals or Coin 

of a Nation. 



T. 



HE'chief inconvenience ,which occurs when ba- 
lances are to be paid in bullion or coin is this_.The 
want , of secure and ready transportation, from the 
obstnictions government throws in the way to pre- 
veiit it. 

. The first difficulty mentioned, to wit, the want of 
secure and ready transportation of the metals, pro- 
ceeds in a great measure from the obstruction go- 
vernment throws in the way, to prevent the expor- 
tation of them. To remove which difficulty, it is 
proper to shew how far it is the interest of govem-=- 
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meat to obstruct^ how far to accekf ate the trstBspbT- 
tatiQn of tfie metals. 

We have said that it is the ad^yantage of every 
state^ in point of trade^ to have balances paid with 
the least essence. If then we suppose that it is ei- 
ther necessary pr expedient that this balance dicmld 
he paid in the metals, government should in this case 
£furilitate by every, method the sending them off in 
the cheapest and securest way* 

But since governments do not generally follow 
this rule, we must examine the i-easons which engage 
them to prefer a contrary conduct* 

Thej)rincipal, the most general, and most rational 
objection against the exportation of the metals, is, 
that when it is permitted without restriction, it eiK 
gages the people, when they go to foreign markets 
for articles of importation, to run to the coin, instead 
of carrying thither the product and manufactures of 
die country. From which a consequence is drawn^ 
tbait as long as cohi andbulliim aire fairly allowed to 
be exported, the rich inhabitants wiU employ them 
for the purchase of foreign commodities^i to the hurt 
of domestic industry. 

Nothing, however, is more irrational, than a gene- 
rsd prohibition to export the metals; because by 
good regulations, you may prevent the impoitation 
of manufactures; but it is hardly possiUe to prevent 
the exportation of the .metals necessary to pay for 
what you have bought from strangers, by the per- 
mission of governme^Bt: and on the odier han4, 
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^tippose yon do effectaaUy|)rev:ent the expbrtatien ^f 
the metak^ the consequence will be^ to put an end 
to all foreign traxfe even in natural produce, which 
t)n many occa^ons may he necessary Sdr^th^ snbsis* 
tence of the people. What nation will trade with 
another who can pay only by barter? AH credijb wiH 
likewise be cut off; for who will exi^nge by bSls, 
with a place w:hich cannot pay^ ekher in their owm 
currency, or with the metiln, the d^bts whiiek thej 
reciprocally owe? 

The maxim, tlierefore, h^e, is to prevent, ax 
much as possible, the conti*acting of debts with 
strangers; but when they must be contracted^ tofisu- 
cilitate the payment of them. 

To set this matter in a fair light, and as an exaiv 
ciseupon principles, } shall borrow an example firMi 
history ; in which a clog upon the exportationof the 
metals and coin was very politically laid on. 

We learn fixim the history of Henry the JSeventhof 
England, a sagacious prince, that he established very 
:severe laws against the exportation of bullion; atid 
obliged the merchants who imported foreign com«> 
modities into his dominions, to invest their retuiaifl 
in the natural produce of England, which at that time 
consisted principally in wool and in ^ain. 

The circumstances of the times in which that 
prince lived, must therefore be examined, before We 
can justly find &ult with this st^ of his political 
economy. 

In Henry the Sevjentb's tix|ie, theforeign trade of 
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England was entirely in the bands of foreigners) 
and every e}egant manufacture almost came from 
abroad. 

Under such circumstance^, is it not plain^ that 
the prohibition to export bullion and coin, was a 
compulsion only concomitant with other. regula- 
tions^ to oblige the foreign merchants^ residing in 
his kingdom, to buy up the superfluity of the £ng^ 
lish natural produce of wool and grain? Had not 
the king taken these measures/the whole money of 
the nation would have been exported; the super^ 
fluous natural produce of England would have lain 
upon hand; the redundsyacy of which would have 
brought the price of them below the valine of the 
subsistence of those who produced them; agricuU 
tare would have been abandoned; and the natiQo 
would have been. undone. 

I allow that nothing is so. absurd as to permit th^ 
consumption of foreign productions, and to forbid' 
the exportation of the pripi^of them. 1 also allow 
that .every restraint laid upon exporting silver and 
gold, effects the consumer of foreign goods, and ob« 
liges him to pay the dearer for them; but this addi- 
tional expence to the consumer, does not augment 
,the mass of foreign debts. The debt due abrpad, 
will constajitly be paid with the same quantity of 
coin, whether the exportation of it be allowed or 
notj because the loss of those who .pay the balance, 
arises from the risk of confiscation of the money 
th^y want to export against law; or frppj the high 
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^Schiuigethey' are obliged 'to fkj to thQseuwIiortake 

tkk risk upon tbemsoftves*^ , Inrboth casesyik^^adM" 

tioiial expeuce they :aie put to^ refoains io tbecoUB- 

try, aud is' repaid tb^m^ byftjiel ccmsuflchwrsj c^oiise- 

qqcpiltly, can never pocasion one &rthing'iEaare to be 

exported*- Prohibitions^ therefore^ uJ)on:the ^xpor- 

tatJOB( of gpecie^. are not in. every ;ca^er .s^ absurd as 

th^y apji^ar at first sigbt. It k very certain th,;*t 

nobody ever giyes^ money for nothing; conseipieiitly^ 

a/fitate may ^est assufed tbiit the pf oprietors of the 

specie, their subjects, will take sufficient car^ ^n»t 

to cQiakeapr^sent of itto fbreigtt^s.^,^JPfeBmtention, 

.therefore^ of such prohibitions is not so much to pf e- 

.vent the payment of what people owe, as to prevent 

that payment from being .made in coin or^bullion; 

.and also to discourage* the buying, of , such foreign 

commodities 'a^ must be paid in specie, preferably to 

others ^whicih may. be p^id for with the returns of 

h0me -produce. - 

Ip* a -tradings natio9,^IaUowthat(nQ restriction of 
this ktn^ Gkught to be made general; .baca^seat^then 
^fieG€stl|e useful as*^ell . b» the .huiiful >branches^.0f 
ipippittttion:: but in .Henry's daysy r the sale . of coru 
and'WDol was sufficient to procture for. England all 
it w^nt^d f from abroad r and the- interests, of tr^a^de 
.were /|iot;SufiiGiently und^stcfod^ ta enable the state 
tpactbyauty oth^r than the most g^neta) rules. 
' Forbidding the exportation of coin, was found to 
promote- thBves^prtationof Engljsbpraductionsj and 
th^ was a sufficient reason for maJongthe prohibi-' 
Rr 
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' tioti |>eremptor]2:* la thia view pf the matter^ did 
tiot^Henry judge well, when he obliged the Haef- 
ehants who imparted fcnreign goods, to invest the 
price they received *for them in Englfeh commodi* 
ties? ? OricJe more I must say it, he was not -so muoh 
afraid of the consequences of the money going ont, 
as of the corn and wool remainingaihbme: had'he 
been-sufe of thri exportation of these articles^ to as 
godd* purpose another Way, the prohibition would 
have been absurd; but I am persuaded thiS was not 
the case. 

^ When nations give coinage gratis, or when they 
* allow the coin of oth^r nations the privilege of pas* 
sitig current under denominatibns exactly propor- 
<tioned tb^ts intrinsic value^ theii coin nev^ can be 
wortfrntore than toy other bullion of the same stan- 
dard; consequently,^ \vin be exported or smiiggled 
-out whenever there is a diemand for it abroad. 

If, therefore, a nation do really diesire to avoid 
an expence at the mint, they must make it the in- 
terest of merchants to export *every other thing pre- 
ferably to their bwh coin. This is done by impo- 
sing a duty upon the, coinage; and this will either 
prevent the coin going out unnecessarily, or if it-be 
necessary to export it, the coin will return in the 
payments made' to the nation; because of ' its ad- 
vanced value above any other' bulfion which can 
be sent. 

The forbidding of the exportation of coin, im- 
plies a restriction upon the exportation of bullion; 



Digitized by 



Google 



because^ unless the bullion be examined at the cus- 
tom house, and the stamps ^n^xm it looked at, it 
may happen to be nothing bat the nation^s coin 
melted down, with an intration to avoid the law. 
For this reason, whoever brings 'bullion to be 
stamped, whether it be for exportation or not, 
must declaie tbat k has not been maide of the na* 
lion's coin, fibaw skiadw a dbedc v^ aU mch de- 
clarations ! The only -one eflfectual is private- inter^t; 
and as im> man will take his w% to stuff his chair, 
when he can get cheaper materials equally good, so 
no man will melt down coin which bears an advanced 
valiie^ when he caEa procioe any other bullion. 

On the whole, we may determine, that a flowishr 
ing comm^v^ial' state, whidi has, oa the. average of 
its trade, a babmoe coming in firoqi other countries 
^ould lay it down as a general rule^ to facilitate the 
exporta^n of its coin, as well as of bulUcm: and if 
^ very particular circuipistance should occur, which 
may coatinue for a short thne^ it may then put a 
temporary stop to it, -and facilitate the paym^itt of 
the balance by the means of credit. 
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. > « CHAPTER IV. 

« 

the tvhoU Mass of reciprocal Pay meftts'y instead of 
CLJfecting the Bfilance only. 

We have '4akeYi it for gra«tedy 'that the pric^e^^ 
exchange is a hgxrt to trlid^. in genel'-al. 

^ la t&b cbajpter/we^stiall inquire mdi>e pfllfk^lar-^ 

ly than w&ha^ deii^y iii^hat tbi^liiirt don^Sts 1 

Thepoiiit of view of every mahi* whether he be a 
mcrchaiit or not/ is first honestly, ahd as? far as law 
tod fak^-derfing do permit, to consnlt his own pri*- 
VaJt6 interest; ahd^ in the sedoAd place, to promote 
that- ifilterest 'wth which his own i^ most closely con- 
nected. 

According to this rule, every merchant will en- 
deavour to manage his exchange business to the best 
advantage to himself. If the balance be against his 
country, he will sell his bills on the country credi- 
^ tor as dear as he can; that is, he wiU endeavour to 
raise the price of exchange as high as he can against 
his country, whatever hurt may thereby result to the 
general trade of it; and in so doings he does only 
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'^hdA' daty ito.faimselfce^resjj heUaod^ it is^lij^ mhul'- 
tiig hisilmsiiies&^mly, that lie can trade upoq. equal 
terms with i his iieigbbeursy , every one . of niiom will 
avail tbemselveg pfithe l&e fluetuations, .when they' 
.happen to be; in t}ieir fdv^nr. \^ 

:<From tlj^is I ^ndlade,, thut since 4jbe iqss jiyoa 
bigb esichaage against a. country, affdCt$prJijr»cipaUir 
the cumulative interest of the whale, . rejativjely;^ to 
pther>t4:iidKPgO£Kt»>nd; it i&tihe hosioj^ss^of the^itAtes- 
inani n6t.o£ftike merchaatSi to provide ^ remedy 
agiiifirt it. . r 

JUet 9xe ^ftiovf supposoj^liat P^is iOin^e$ a JbtaMncet^ 
J^i^dm^ no,iqatter';for wbat.siojm. > Xhe recipippaJl 
debts between Paris and London are all aff^ted b^ 
iJbifiqcm^^^eii^^oiB this b^l^Qce^ tl\9it> is. ^q ^ay, SQine 
pay or receive.^e^j?^ $;hyaaiitbejrfialipar;:SOi(i^pfiy or 
rei^iire ks& / To di^ix^i^er; Ti^het*e the profit fz^t&rs, 
wer fre^ j^^w jto ^n^uiiS^, wi^io. ,ar^ tboset wfaio^r^eive 
xa4Mrejg,9fJ{[iQ arp ^Ucmsq wh4;>^;^^qetv]e]less.,,4^4^,pro^ 
&t^i lo^*,are J^ece pnly^i^^lfttive, tbafc^s tguspy, the 
pi^lit :of tbc^ one i^ pomp^^D^sated^by the 4pss of 
the other; we must see whether upon the whole^ftbe 
pfioeM^^e«ex{;luixige intthis icase be &«aui3ahle to 
£iiffli|&db ttifitbitfh, by>4Jbe,suppo$i^€Ka> the halanee 
is- due, andjfoin&yaibtable; to ^fjance,. .wJiichi l&i the 
idefator. » . .• /. : 

' l4h6.^(|KfitiQBitfanstStatBdvldtiW;exaimneib^^ope^ 
rations of exchange at London and Pajria, >a&^ the 
atfiJt€):of /domaodin both, fos money ^r bills, 
i.vin $bA Lo&d0n.>ma]rket.tfae dQmand;HiU>Jia Sm 
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money in Lond^d fior bills on Paris; ahdhet wfad de« 
mands, ^ mast pay the exchange; oonseqneiktlyy tile 
London merehants^ creditors of the matumnlebtm*, 
trill pay the exchange; that isi to say, they wifl 
sell their bills on Paris- b^w par; and the London 
Hier«€^ant6y debtors? to the nation-debtor, will buy 
tfaem, and gain the exchange 5 -that is, they tvill 
hny bills npon Paris below par. 

Now ad this negotiation is* earned ou. at London> 
I mnst suppose it to take place a«idngst English- 
men; one part of whom will gain exactly what the 
other loses; consequentry England, iti'this respect, 
neither gain* or los^ by -the exchange paid in 
London. 

Let.us next examine the interest Of the Qierohants, 
and the interest of die nation's t^itde. 

The creditors of the mttion-debtor^ who have lost 
by the exchange, are those who have exported' Eng- 
lish commodities to pFatice. -^ Upcm tbis^ profitable 
branch of comnierce the exchange occasions a loss, 
the consequence of which isj to <Sseonragoexporta^ 
tion. 

,. The debtors ^6 ihieaaitioQHiebtor^ who ha^e gained 
by the exchimge^ ara* tfai^e who hM6 icaported 
French nommoditiea to cEngland. . Upon ithi$ . hurt* 
fill branch of commerce, the exchange occasions a 
profit; the conseaqosnce of which * is, ^to ^encourage 
importation* 

This is not alL The English^merchants export*^ 
€XBp vchoJuivelostv c^nnotibraw back.their loss upon 
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theretifm^ df their trade;^becau&e the return' of their 
trade is the monei/ due by France, the balance in- 
' eluded. Whereas the -English merchants importers 
may draw back their loss upon the return. of their 
trade; becftosei thiat mtfaiva^h ^tnerehcaiuHze; .which 
they can sell so much tlie dearer to their own couft-* 
tiijrJn^ri* 

If ^therbalaaicetbe in favoiu? of .London^ impo^rters 
gain,: as MDe'ha^e seen; when .it is bthecwise^ and 
when they are obliged t^ pay the exchange^ .th^ 
indemnify themselves, by the sale of their goods so 
much the dearer. High exchange,: < therefore, may 
hurt expotters^ but never can hurt importers. 

Let us tiext examine the operation of exchange at 

In the Paris market, the demand will be for bills 
tqpon London fer- money *in Paris; and' he who de* 
mands mustpay the exchange. The debtors, there- 
fore; to the nation^creditor; mtistpay the exchange, 
and the "creditors of the nation^ereditorwiU receive 
it; "and as both are Brenchmen, the profit and loss 
to Paris exactly balance one ttnother. 

But the debtors* of the nation-creditor are here 
. the importers of EngRsh goods; ; consequently, this 
trade, htrlrrftiltoFrance, would' be hurtful to the 
importfer, fcbuld.he not indemnify himself by selling 
them so much the dearer to his countrymen. 
- I'he creditors, again, of the nation-creditor, who 
gain the exchange, are the exporters of French 
goods, to England; so that here the exportation 
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|f jne^fB widi an encouragemeat froni a baUiio^ against 

The KeQprocal debts thus tratisacted 'by Ibilla of 
exchange, vfz see that no jprdfi^ can* be made,.- nmr 
IdsB incarred, either to Londoo^ or Parish by this 
operation. 

The profit to Frenchmen is compensated by the 
loss to Frenchmen; the same may iie . said ^ of the 
English mcrdiaaits: but the 'balance doer afiter, these 
o{{era(imisr are oVer^^ and the more.xemoie coilsc- 
qocDces of high exchange, affect the relative interest 
<if'tfaet#o nations* ^ /.: 

This bahuice is generally, sent by. Ae conntc^- 
debter/ either to the country^reditorj or to Aeir 
order in a third country, to which the CQUntry:^ 
credttdr is indited. 

Tbetrani^port^tlon and insurance of this balan^^e 
11^ atj^expence to those who owe it; and the profit^ 
if any there be on this operation, naturally, belongs 
to the exchangers of the same nation, who conduct 
it., So. whether exchange be paid upon bills drawn> 
V, or expence be incurred in the sending away the ba- 
lance^,, no profit can accrue uppn this to the nation- 
ereditpr, to the detriment of the debtor: it must 
therefor^ do hurt to both relatively ^to nations wher«^ 
ii^on t^e average of trade, exchange i^ lower^ 



Digitized by 



Google 



PRINCIPLES OF MONEY. 313 

CHAPTER V- 

tiow, when other Expedients prove ineffectual for 
discharging o/* Balances, the same may he paid 
hy the Means of Credit, without the Intervention 
of Coin or Bullion; and who are those who ought 
to conduct that Operation. 

JlT remains to inquire, what are the most proper 
methods to acquit what a nation may owe, after it 
has done all it can to pay the value of their balance 
in the other way. 

At first sight, it must appear evident that the only 
method here is to give security, and pay interest for 
what cannot be paid in any other value. This in 
the end is constantly what is done by every nation ; 
but as the ordinary methods of bringing it about, 
are veiy perplexed, and are attended with expences 
which raise exchange to a great height, and thereby 
prove a prodigious discouragement to trade in ge- 
neral ; it would be no small advantage, could all 
this loss on exchange be thrown equally upon every 
class within the state, instead of being thrown en- 
tirely upon its commerce. 

As this is the expedient to be proposed, it will not 
be amiss to observe, that foreign balances arise 
chiefly upon four articles. First, The great impor- 
tation and consumption of foreign productions. Se- 
condly, The payment of debts and interest due to 
Ss 
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foreigners. Thirdly, The Ending money to other 
nations. Fourthly, The great ciqience of the state, 
or of individuals abroad. 

It cannot be denied, that when a heavy balance 
is due by a nation, it hafe the effect of raising ex- 
change upon every draught or remittance. When 
bills are demanded to pay a foreign claim, it dannot 
be determined from which of the four articles, just 
now mentioned, the claim has arisen. Whether for 
national purposes or not^ the exchange is the smM, 
and equally affects the whole interest of trade. 

If this be a fair state of the case, 1 think We may 
determine that such balances ought to be {)aid by 
the assistance and inteiTention of a statesman's ad- 
ministration. 

The' object is not so great as at first jsight it may 
appear We do not propose that the value of this 
balance should be advanced by the state:. by no 
means. They who owe the balance must then, as 
at present, find a value for the bills they demand. 
Neither would I propose such a plan for any nation 
tvho had, upon the average of their trade, a balance 
against them; but if, on the whole, the balance be 
favourable, I Would not, for the sake of saving a 
little trouble and expence, suffer the alternate vibra- 
tions of exchange to disturb the unifohnity of pro- 
fits, which uniformity tends so much to enooifirage 
every branch of commerce. 

THE END. 
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